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RETURN OF CONFISCATED PROPERTY 


TUESDAY, NOVEMBER 29, 1955 


Untrep Srates SENATE, 
SUBCOMMITTEE ON TRADING WitH THe Enemy Act 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:10 a. m., In room 
457, Senate Office Building, Senator Olin D. Johnston (chairman of 
the subcommittee) presiding. 

Present: Senators Johnston and Langer.: 

Also present: Harlan Wood, counsel for Subcommittee on ‘Trading 
With the Enemy Act; Wayne H. Smithey, professional staff, Senate 
Judiciary Committee; James N. Caldwell, Jr., assistant counsel ; John 
L. Ingoldsby, Jr., special consultant to the committee; and William A. 
Stevens, clerk, Subcommittee on Trading With the Enemy <Act. 

Senator Jonnston. The committee will come to order. 

We are meeting today and tomorrow for the initial consideration of 
four bills now pending before the Senate Judiciary Committee. These 
bills relate to the future h: andling of alien property seized under the 
authority of the original Trading With the Enemy Act, as amended. 

Let the record show that the hearings are being conducted by this 
subcommittee of the Senate Judiciary Committee pursuant to the 
authority of Senate Resolution 63, approved March 18, 1955. 

The subcommittee ¢ onsists of myself as chairman, and Senator Mc 
Clellan, Senator Daniel, Senator Dirksen, and Senator Langer. Sen 
ator Daniel has author ized me to act for him. 

The particular bills under consideration are S. 854, S. 995, S. 1405, 
and S. 2227. The provision of these several bills are interrelated. It 
is, therefore, expedient that they be considered together. 

2 pending bills are: 

S. 854, introduced by Senator Langer, to amend section 32 of the 
Trading With the Enemy Act of 1917, as amended, so as to permit the 
return, under such section, of property which an alien acquired by gift, 
devise, bequest, or inheritanc e, from an American citizen. 

S. 995, introduced by Senators Kilgore and Dirksen, to amend the 
Trading With the Enemy <Act. This bill is similar to S. 3423 which 
was approved and reported by the full Judiciary Committee in July 
1954, but. failed action by the Senate before adjournment of the 83d 
Congress on August 2, 1954. 

S. 1405, introduced by Senator Clements, to amend section 9 (2) 
of 4 Trading With the Enemy Act, as amended. 

S. 2227, introduced by Senator Kilgore at the request of the admin- 
istrati ion, to amend the Trading With the Enemy Act, as amended, and 
the War Claims Act of 1948, as amended. 
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An amendment to S. 854 has been offered by Senator Bible, and an 
amendment to S. 995 has been offered by Senator Chavez. 

At this point the foregoing bills and proposed amendments to 
S. 854 and S$. 995, will be inserted into the etme. 


[S. 854, 84th Cong., 1st sess.] 


A BILL To amend section 32 of the Trading With the Enemy Act of 1917, as amended, so 
as to permit the return under such section of property which an alien acquired, by gift, 
devise, bequest, or inheritance, from an American citizen 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 32 (a) (2) (D) of the Trading 
With the Enemy Act of 1917, as amended, is amended by inserting before the 
semicolon at the end thereof a colon, and the following: “Provided, That no 
citizen or national of Germany or Austria shall be considered ineligible for a re- 
turn of any such property or interest or proceeds by reason of this subdivision or 
subdivision (C) if such property or interest or proceeds was acquired by such 
citizen or national of Germany or Austria from an American citizen or a mother 
who at the time of her marriage was an American citizen, by gift, devise, bequest, 
or inheritance, and such citizen or national of Germany or Austria shows by 
reliable, probative, and substantial evidence that he has never been a member 
of the Nazi Party”. 

Sec. 2. Notwithstanding the provisions of section 33 of the Trading With the 
Enemy Act of 1917, as amended, a claim for a return based upon the amend- 
ment made by the first section of this Act may be filed at any time within three 
years after the date of enactment of this Act: Provided, That no part of the 
amount returned under the provisions of this Act in excess of 10 per centum 
shall be paid or delivered to or received by an agent or attorney on account of 
services rendered in connection with any claims for return under this Act and 
the same shall be unlawful, any contract to the contrary notwithstanding. Any 
person violating the provisions of this Act shall be deemed guilty of a mis- 
demeanor and upon conviction thereof shall be fined in any sum not exceeding 
$1,000. 

Sec. 8. Notwithstanding any other provision of law, the unpaid claims or 
unpaid balances of claims of American citizens against Germany and Austria 
shall be paid respectively and forthwith out of undisbursed German and Aus- 
trian enemy alien funds vested in the United States under the provisions of the 
Trading With the Enemy Act of 1917, as amended. 





[S. 854, 84th Cong., Ist sess. ] 


AMENDMENTS Intended to be proposed by Mr. Bible to the bill (S. 854) to amend 
section 32 of the Trading With the Enemy Act of 1917, as amended, so as to permit the 
return under such section of property which an alien acquired, by gift, devise, bequest, 
or inheritance, from an American citizen, viz: 


On page 1, line 6, immediately after the words “That no”, insert the words 
“individual who is a”. 

On page 1, line 7, immediately after the word “Austria”, insert the words “or 
a citizen of the United States who is a former citizen or national of Germany 
or Austria”. 

On page 2, lines 1 and 2, strike out the words “citizen or national of Germany 
or Austria” and insert in lieu thereof the word “individual”. 

On page 2, lines 4 and 5, strike out the words “citizen or national of Germany 
or Austria” and insert in lieu thereof the word “individual”. 





[S. 995, S4th Cong., 1st sess.] 
A BILL To amend the Trading With the Enemy Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Trading with the Enemy Act of 
1917, as amended, be further amended by adding the following sections: 

“Sec. 40. (a) Any property or interest vested (or payment made to the United 
States in lieu of vesting) pursuant to the provisions of this Act after December 
7, 1941 (cr the liquidated proceeds thereof), together with any dividends, dis- 
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tributions, or other increment paid or allowed thereon subsequent to such vest 
ing, reduced by any payments against the property under section S4 of th 
Act and any compensation received by the owner with respect to such property 
from the government of any nation pursuant to, or as a result of, any treaty 
or other international agreement between the United States and such nation 
shall as a matter of grace, be returned in its state as of the date of enactment 
of this section that is, in kind or as liquidated proceeds), to the natural 
person, firm, trust, association, or corporation who or which was the owner 
thereof at the time of such vesting, or to the legal representative or successor, 
as the case may be, of such owner, if the owner be dead or if its existence shal 
have been in any wise terminated. In determining the ‘owner’, the record 
holding or title ownership as the case may be, of such property at the time of 
vesting shall be conclusive and delivery, transfer, conveyance, or payment to 
such owner, or to the legal representative or successor thereof, shall operat: 
to discharge the United States from plural liability in respect of the retur: 
provided for hereunder: Provided, however, That, except for the Government 
of Italy, no return involving property other than consular or diplomatic prop 
erty (or proceeds resulting from the sale thereof) shall be made pursuant to 
this section to the government of any nation with which the United State 

has been at war since December 7, 1941, or at any time thereafter or to sub 
divisions or successors of any such government: Provided further, That no such 
return shall be made pursuant to this section (1) to natural persons who on 
January 1, 1954, or any time thereafter prior to such return have lived, or cor 
porations, companies or associations having their sole or primary seat, in the 
Russian zone of occupation of Germany, German territory under provision 

Polish or Soviet Administration, or in Albania, Bulgaria, Communist China 
Czechoslovakia, Hungary, Poland, Rumania, or the Soviet Union, or other 
Communist-dominated countries, or (2) to any natural person convicted of war 
crimes, as hereinafter defined, (3) to the owner of such property at the time 
of vesting, or to the legal representative or successor, as the cause may be. of 
such owner, until the Attorney General, or the officer or ageney suthorizes 
io make such return, has received a certificate from the Department of State 
that it has obtained, satisfactory assurances that such property will not, upon 
the return thereof, be seized or treated, directly or indirectly, as enemy property 
by any foreign government having jurisdiction over such property or the owner 
thereof; or (4) if such property was located in the Philippine (slands at the 
time of vesting and such property, or the proceeds thereof, is subject to transfer 
to the Republic of the Philippines under the Philippine Property Act of 1946 
as amended: Provided further, That if, after any such property was so vested 
the claim of an owner with respect to such property was assigned or released 
to or compromised with the United States or the Alien Property Custodian, hi 
successor or successors, no such property or the liquidated proceeds thereof 
shall be returned pursuant to this section unless such owner shall tender to th 
United States, without interest, the amount received upon such assigninent 
compromise or release: Provided further, That the President may, within sixty 
days from the date of enactment hereof, find that it is in the national interest 
to require any owner or owners to dispose of their right, title, and interest i 
said property to citizens of the United States within twelve months from the 
date of the return thereof to such owner or owners; in which event, the vested 
property shall be forthwith returned to the owner or owners thereof encumbered 
with the aforesaid conditions, and the United States District Court for the 
District of Columbia, upon application of the Attorney General shall enter a 
judgment or decree of divesture to such effect, and said court, recognizing the 
person to whom the property is returned as the owner thereof, shall order said 
person, if shares of stock representing the voting control of a corporation be 
the returned property, to nominate three voting trustees of United States 
citizenship, subject to the aproval of such trustees by said court, which voting 
trustees shall elect a board of directors entirely of United States citizenship 
so that there will be secured and safeguarded, until divesture is complete, the 
operational, manufacturing, trading, research, and other secrets of such returned 
property, or of the business or other activity represented thereby or connected 
therewith, against disclosure to or use by foreign interests; and such judgmen 
or decree shall also provide that if the owner or owners do not so divest them 
selves within said twelve months’ period, the Attorney General may thereafter 
sell forthwith such property at public auction and remit the proceeds to the 
owner or owners: Provided further, That if the Attorney General finds that 
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(1) any vested property or interest consists of shares of stock of a corporation 
organized under the laws of any State, Territory, or possession of the United 
States or the District of Columbia, (2) at least one-third of the total outstanding 
shares of comimon stock of such corporation is registered in the names of cit zens 
of the United States, and (3) return the vested shares of stock of such corpo- 
ration to the owner or owners would materially prejudice the interests of such 
citizen stockholders, he may require, as a condition precedent to return pursuant 
to this Act, that such vested stock be sold at public sale to citizens of the United 
States submitting the highest bid, after public advertisement of the time and 
place of sale, and in such event such corporation shall be entitled to receive 
from such proceeds of sale reimbursement for any payments made or payable to 
any government because of an alleged enemy interest in such vested stock, and 
the balance of the proceeds of such sale, except as otherwise provided in this 
Act, Shall be remitted to the owner or owners: And provided further, That such 
return shall be subject to a determination that the Attorney General has no actual 
or potential liability under the Renegotiation Act or the act of October 31, 1942 
(56 Stat. 1013: 35 U. S. C. A. sees. 89-96), in respect of the property or interest 
or proceeds to be returned and that the claimant and his predecessor in interest, 
if any, have no actual or potential liability of any kind under the Renegotiation 
Act or the said Act of October 31, 1942; or in the alternative that the claimant 
has provided security or undertakings adequate to assure satisfaction of all 
such liabilities or that property or interests or proceds to be retained by the 
Attorney General are adequate therefor: Provided further, That in cases where 
the seized properties consist solely of shares of of stock in a corporation whose 
properties are located in the United States, and a valid option exists in favor 
of resident stockholders giving rise to the right to purchase the seized stock 
in the event the owner desires to sell such stock, the return of such stock 
shall be deemed and treated in law and equity as a prospective sale at the 
value thereof to be determined by the Attorney General, thereby entitling such 
option holders to exercise their rights in accordance with the terms, provisions, 
and conditions of such option. 

“(b) Notwithstanding the limitation prescribed in the Renegotiation Act upon 
the time within which petitions may be filed in the Tax Court of the United 
States, any person to whom any property or interest or proceeds are returned 
hereunder shall, for a period of ninety days (not counting Sunday or a legal 
holiday in the District of Columbia as the last day) following return, have 
the right to file such a petition for a redemption in respect of any final order of 
the War Contracts Price Adjustment Board determining excessive profits, made 
against the Alien Property Custodian, his successor or successors, or of any 
determination, not embodied in an agreement, of excessive profits, so made by 
or on behalf of a Secretary. 

“(c¢) Any person to whom any invention, whether patented or unpatented, or 
any right or interest therein is returned hereunder shall be bound by any notice 
or order issued or agreement made pursuant to the Act of October 31, 1942 
(56 Stat. 1015), in respect of such invention or right or interest, and such person 
to whom a licensor’s interest is returned shall have all rights assertable by a 
licensor pursuant to section 2 of the said Act. Return of any invention pursu- 
ant to this section shall be subject to existing licenses issued by the Alien 
Property Custodian, his successor or successors and shall not include any rights 
of the Alien Property Custodian, his successor or successors, to revoke such 
licenses. 

“(d) Except as otherwise provided herein, and except to the extent that the 
President or such officer or agency as he may designate may otherwise deter- 
inine, any person to whom return is made hereunder shall have all rights, privi- 
leges, and obligations in respect to the property or interest returned or the 
proceeds of which are returned which would have existed if the property or 
interest had not vested in the Alien Property Custodian, his suecessor or suec- 
cessors, but no cause of action shall accrue to such person in respect of any 
deduction or retention of any part of the property or interest or proceeds by the 
Alien Property Custodian, his sucecssor or successors, for the purpose of paying 
taxes, costs, or expenses in connection with such property or interest or pro- 
ceeds: Provided, That no person to whom a return is made pursuant to this 
section, nor the sucecssor in interest of such person, shall aequire or have any 
claim or right of action against the United States or any department, establish- 
ment, or agency thereof, or corporation owned thereby, or against any person 
authorized or licensed by the United States, founded upon the retention, sale, 
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or other disposition, or use, during the period it was vested in the Alien Property 
Custodian, his sucecssor or successors, of the returned property, interest, o1 
proceeds. Any notice to the Alien Property Custodian, his successor or su 
cessors, in respect of any property or interest or proceeds shall constitute notice 
to the person to whom such property or interest or proceeds is returned and such 
person shall succeed to all burdens and obligations in respect of such property 
or interest or proceeds which accrued during the time of retention by the Alien 
Property Custodian, his suecessor or successors, but the period during which 
the property or interest or proceeds returned were vested in the Alien Property 
Custodian, his successor or successors, shall not be included for the purpose of 
determining the application of any statute of limitations to the assertion of any 
right by such person in respect of such property or interest or proceeds. 

“(e) No return hereunder shall bar the prosection of any suit at law or in 
equity against a person to whom return has been made, to establish any right, 
title, or interest, which may exist or which may have existed at the time of 
vesting, in or to the property or interest returned. With respect to any such 
suit, the period during which the property or interest or proceeds returned were 
vested in the Alien Property Custodian, his successor or successors, shall not 
be included for the purpose of determining the application of any statute of 
limitations. 

“(f) At least sixty days before making any return to any person other than 
a resident of the United States or a corporation organized under the laws of 
the United States, or any State, Territory, or possession thereof, or the District 
of Columbia, the Attorney General or the Commission, as the case may be, shall 
publish in the Federal Register a notice of intention to make such return, specify 
ing therein the person to whom return is to be made and the place where the 
property or interest or proceeds to be returned are located: Provided, That if 
a determination by the Alien Property Custodian, his successor or successors, is 
under review in a court of the United States, under the provisions of section 34 
with respect to such property, publication of such notice of intention to return 
shall not be made until entry of final judgment by the court or courts of such 
review. At the same time a similar notice shall be given by registered mail 
to any person who has theretofore filed with the Alien Property Custodian, 
his successor or successors, any claim to such property or any claim against 
the person to whom it is proposed to return such property. Publication of a 
notice of intention to return shall confer no right of action upon any person to 
compel the return of any such property or interest or proceeds, and such notice 
of intention to return may be revoked by appropriate notice in the Federal 
Register. After publication of such notice of intention and prior to revocation 
thereof, the property or interest or proceeds specified shall be subject to attach 
ment at the suit of any citizen or resident of the United States or any corpora 
tion organized under the laws of the United States, or any State, Territory, or 
possession thereof, or the District of Columbia, in the same manner as property 
of the person to whom return is to be made: Provided, That notice of any writ 
of attachment which may issue prior to return shall be served upon the Attorney 
General. Any such attachment proceeding shall be subject to the provisions 
of law relating to limitation of actions applicable to actions at law in the juris- 
diction in which such proceeding is brought, but the period during which the 
property or interest or proceeds were vested in the Alien Property Custodian, 
his successor or successors, shall not be included for the purpose of determining 
the period of limitation. No officer of any court shall take actual possession, 
without the consent of the Attorney General, of any property or interest or 
proceeds so attached, and publication of a notice of revocation of intention to 
return shall invalidate any attachment with respect to the specified property 
or interest or proceeds, but if there is no such revocation, the Attorney Genera! 
or the Commission, as the case may be, shall accord full effect to any such attach 
ment in returning any such property or interest or proceeds: Provided, however, 
That upon notice of such attachment proceedings to the Attorney General, return 
may be made to the ‘owners’ under section 40 hereof if bond is posted by the 
owner in an amount set by the court in which such attachment proceedings shal! 
have been filed. 

“(g) As used in this section— 

“(1) ‘The Russian Zone Occuption of Germany’ shall be deemed to be com- 
posed of that part of Germany that is presentiy called the Soviet Zone of Occu 
pation, and the Russian Sector of Berlin; 

“(2) ‘Other Communist-dominated countries’ means any country or part 
thereof, except Austria, that was actively governed by Communist civilians 
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or occupied by Communist forces either on January 1, 1954, or at any time 
thereafter prior to the return of the property, if such country or part thereof 
is still so governed or occupied at the time of the return of such property; and 

“(3) ‘Convicted of war crimes’ means the entry of judgment against any 
person who has been convicted personally and by name by a court of competent 
jurisdiction (as defined by the Vested Property Commission) of murder, ill 
treatment, or deportation for slave labor, of prisoners of war, political opponents, 
hostages, or civilian population in occupied territories, or of murder or ill 
treatment of military or naval persons, or of plunder or wanton destruction with- 
out justified military necessity. 

“Sec. 41. (a) There is hereby established a Commission to be known as the 
Vested Property Commission (hereinafter referred to as the Commission), to 
be composed of three persons to be appointed by the President, by and with 
the advice and consent of the Senate, each member of the Commission to receive 
a salary at the rate of $14,000 per annum. One such member shall be designated 
by the President as Chairman. 

“(b) The Commission may employ such personnel, clerical and technical, 
as may be necessary to carry out its functions, but in no event shall the number 
so employed exceed fifty persons; and shall make and promulgate such rules 
and regulations as may be necessary to carry out its purposes and functions. 

“(c) All decisions of the Commission concerning returns as a matter of grace 
shall be final. 

“(d) The authority of the Commission and the term of office of its members 
shall terminate at the expiration of three years from the date on which the 
majority of its members first appointed take office, but the President may, by 
Executive order, fix an earlier termination date. 

“Sec. 42. Persons desiring to claim return pursuant to section 40 shall file 
notice of claim with the Attorney General within one year from the enactment 
of this section in such form and manner as may be determined by regulations 
published by the Attorney General: Provided, however, That if prior to the 
enactment of this section a claimant has filed with the Attorney General a claim 
for the return of property no additional claim need be filed. 

“Sec. 43. The Attorney General shall determine the eligibility of each claim- 
ant under section 40 of this Act, and he shall make returns of property at a 
time not sooner than sixty days subsequent to the publication of notice in 
the Federal Register as required by section 40 (f) of this Act: Provided, That 
where conflicting title claims have been filed, such claims shall be forthwith 
referred to the Commission for decision and disposition: Provided further, That 
subject to the provisions of section 40 (f) of this Act, the Attorney General 
shall order the return of vested property, Subject to the provisions of section 
46 (c) of this Act, in every case where an owner, legal representative, or suc- 
cessor has filed a claim by April 30, 1949, and no conflicting title claim has been 
filed prior to December 31, 1953, in respect of the same property. (A claim 
filed prior to said date by a foreign government, claiming in a custodial and 
nonownership capacity, shall not be considered hereunder as a conflicting title 
claim.) 

“Sec. 44. Claimants aggrieved by a decision of the Attorney General, or by 
failure of the Attorney General to render a decision, upon notice of claim filed 
in pursuance of section 42, for more than one year subsequent to the date of 
filing, or within one year from the enactment hereof if the claim was filed prior 
thereto, or by failure of the Attorney General to refer to the Commission con- 
flicting title claims or to order forthwith returns as provided in section 438, may 
appeal to the Commission under procedures to be prescribed by the Commission. 
Decisions of the Attorney General, not appealed within sixty days after notifi- 
cation to the claimant by registered mail, shall be final, but nothing herein pro- 
vided shall affect the right of a claimant, otherwise eligible, to file or continue 
to pursue his remedies under section 9 (a) or section 32 of the Trading With the 
Enemy Act, as amended. 

“Sec. 45. Notwithstanding the provisions of the Act of September 28, 1950 
(ch. 1094, 64 Stat. 1079), and of any other provision of law the Commission is 
authorized, directed, and empowered to make a study of the problems arising 
between this country and other nations with respect to intercustodial conflicts, 
and to report to the Congress by January 1, 1955, the details of such conflicts 
and of any funds and other property which have been received by the United 
States from other nations pursuant to the provisions of the Paris Reparations 
Agreement and any other international agreements, to the end that the Congress 
may enact legislation which will fairly and properly deal with other nations 
as the result of the adoption of a policy by the United States to return property 


eee aE ce 


AIS sty i 





RETURN OF CONFISCATED PROPERTY é 


pursuant to section 40 hereof which has been vested since December 7, 1841, unce 
the provisions of the Trading With the Enemy Act, as amended 

“Sec. 46. (a) In the conduct of its business, the Comission is authorized t 
expend from vested assets on hand in the Office of Alien Property an amount not 
to exceed $350,000 per annum during the life of the Commission 

“(b) The Commission shall determine, by estimate, the sum which hes beet 
and will be expended in the administration of vested assets from Deceiber 7 
1941, to the termination of the activities of the Office of Alien Property as et 
visioned by the provisions of section 40 of this Act, including the expense of the 
Commission and the expense of the Alien Property Custodian, his successor o1 
successors, for the administration of vested assets which has not been charge 
directly against the assets themselves. 

“(e) The Attorney General shall then retain from all property returned in 
accordance with the provisions of section 40 an amount which the Comnuissio! 
shall fix as the pro rata share of the expenses determined in accordance with (b) 
above, such share being the ratio that the value of the property so returned 
bears to the value of all vested property: Provided, however, That no return 
shall be made pursuant to section 40 unless the owner thereof files with the 
Attorney General a written consent to such retention. 

“(d) Upon receipt of the written consent of retention referred to in (c) above 
the Attorney General is authorized to liquidate returnable assets to the eXtent 
necessary to provide funds for the authorized retention where cash is not 
available for that purpose from the property to be returned: Provided, howeve 
That each owner shall be given an opportunity to pay the necessary amount in 
lieu of liquidation of specifie property. 

“(e) No retention shall be made from patents, patent applications, copyrights 
and trade-marks other than from the proceeds collected therefrom. 

“Sec. 47. (a) The Commission shall determine by estimate within thirty duys 
after a majority of its members shall have been appointed and qualified, the sum 
which will be necessary to carry out the purposes of return as set forth in 
section 40 hereof, and shall report the same to the Congress. 

“(b) There are hereby authorized to be appropriated such sums, for the credit 
of the Attorney General, as the Commission may under (a) above report, to 
satisfy awards made under section 40 of this Act to the extent that the proceeds 
of liquidated vested property are not available for return. 

“(c) All funds remaining after administration, liquidation, and disposition 
pursuant to the foregoing sections shall be paid into the Treasury of the United 
States.” 

Sec. 2. (a) Section 39 of the Trading With the Enemy Act of 1917, as amended, 
is hereby repealed. 

(b) Subsection (g) of section 32 is hereby amended to read as follows: “With- 
out limitation by or upon any other existing provision of law with respect to the 
payment of expenses by the Alien Property Custodian, his suecessor or suc 
cessors, the Attorney General may retain or recover from any property or in- 
terest or proceeds returned pursuant to this section, section 9 (a), or section 40 
of this Act an amount not exceeding that expended or incurred by him for the 
conservation, preservation, or maintenance of such property or interest or pro- 
ceeds, or other property or interest or proceeds returned to the same person.” 





[S. 995, 84th Cong., 1st sess.] 


AMENDMENTS Intended to be proposed by Mr. CHAVEz to the bill (S. 995) to amend t! 
Trading With the Enemy Act, viz: 


On page 3, line 13, after the word “defined”, strike out “(3)” and insert in 
lieu thereof: “or (3) to the owner of such property at the time of vesting, or to 
the legal representative or successor, as the case may be, of such owner, until 
the Attorney General or other officer or agency authorized to make such return 
(whose decision shall be final and not subject to review) is satisfied, after a 
full hearing, that such owner did not, directly or indirectly, after 1983 (A) use, 
or participate in or benefit from or permit the use of, slave labor, or (B) use. 
or participate in or benefit from or permit the use of, prisoners of war, political 
prisoners, civilian population, hostages, or others, for medical or biological or 
similar experimentation, or (C) utilize any product, service, facility, or agency 
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which used, or participated in or benefited from or permitted the use of, slave 
labor, or such medical, biological, or similar experimentation, or (4)”. 
On page 3, line 22, strike out “(4)” and insert in lieu thereof “(5)”, 


[S. 1405, S4th Cong., lst sess.] 
A BILL To amend section 9 (a) of the Trading With the Enemy Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 9 (a) of the Trading With the 
Enemy Act, as amended, is amended by striking out the period at the end thereof 
and inserting in lieu thereof a colon and the following: “Provided further, That 
upon a determination made by the President, in time of war or during any 
national emergency declared by the President, that the interest and welfare of 
the United States require the sale of any property or interest or any part thereof 
claimed by a noncitizen of the United States in any suit filed under this subsection 
and pending on or after the date of enactment of this proviso the Attorney 
General may sell such property or interest or part thereof, in conformity with 
law applicable to sales of property by him, at any time prior to the entry of 
final judgment in such suit. No such sale shall be made until thirty days have 
passed after the publication of notice in the Federal Register of the intention to 
sell. The proceeds of any such sale shall be deposited in a special account 
established in the Treasury, and shall be held in trust by the Secretary of the 
Treasury pending the entry of final judgment in such suit. Any recovery of any 
claimant in any such suit in respect of the property or interest or part thereof 
so sold shall be limited to the net proceeds of such sale, or, if more than one 
claimant, then to each claimant’s proportionate share of the net proceeds of 
such sale, unless such claimant, within sixty days after receipt of notice of the 
amount of net proceeds of sale, or, if more than one claimant, then notice of 
the amount of claimant’s asserted proportionate share of the net proceeds of 
sale, serves upon the custodian and files with the court an election to waive all 
claims to the net proceeds and to claim just compensation instead. If the court 
finds that the claimant has established an interest, right, or title in any property 
in respect of which such an election has been served and filed, it shall proceed to 
determine the amount which will constitute just compensation for such interest, 
right, or title, and shall order payment to the claimant of the amount so deter- 
mined. An order for the payment of just compensation hereunder shall be a 
judgment against the United States and shall be payable first from the net 
proceeds of the sale in an amount not to exceed the amount the claimant would 
have received had he elected to accept his proportionate part of the net proceeds 
of the sale and the balance, if any, shall be payable in the same manner as are 
judgments in cases arising under section 1346 of title 28, United States Code. The 
Attorney General shall, immediately upon the entry of final judgment, notify 
the Secretary of the Treasury of the determination by final judgment of the 
claimant’s interest and right to the proportionate part of the net proceeds from 
the sale, and the final determination by judgment of the amount of just com- 
pensation in the event the claimant has elected to recover just compensation for 
the interest in the property he claimed.” 


[S. 2227, 84th Cong., 1st sess.] 


A BILL To amend the Trading With the Enemy Act, as amended, and the War Claims Act 
of 1948, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 39 of the Trading With the 
Enemy Act, as amended, is amended to read as follows: 

“Sec. 39. No property or interest therein of Germany, Japan, or any national 
of either such country vested in or transferred to any officer or agency of the 
Government at any time after December 17, 1941, pursuant to the provisions of 
this Act, shall be returned to former owners thereof or their successors in interest 
(and the United States shall not pay compensation for any such property or 
interest therein), except to the extent and in the manner provided in sections 
32, 40, and 42 of this Act. The net proceeds remaining upon the completion otf 
adminisrtation, liquidation, and disposition pursuant to the provisions of this 





Lee peat 


Metin 





eee. 


+ i ae 


RETURN OF CONFISCATED PROPERTY +e 


Act of any such property or interest therein shall be covered into the Treasury 
at the earlist practicable date. Nothing in this section shall be construed to 
repeal or otherwise affect the operation of the Philippine Property Act of 16. 

Sec. 2. The Trading With the Enemy Act, as amended, is further amended by 
adding the following sections : 

“Sec. 40. (a) If the Attorney General shall determine that any vested property 
which has not been returned, disbursed in payment of debt claims, or otherwise 
disposed of under this Act, except— 

“(1) securities, or the net proceeds thereof, or the debts or other obli 
gations evidenced thereby, which are subject to return to the Government 
of the Netherlands or its nationals under the Memorandum of Understanding 
of January 19, 1951, between the Government of the United States and the 
Government of the Netherlands regarding claims by the Government of the 
Netherlands to looted securities ; 

“(2) copyrights, claims of copyrights, rights to copyrights, rights to 
copyright renewals, and those rights or interests arising out of prevesting 
contracts entered into with respect to any of the foregoing other than royalties 
or other income received by or accrued in favor of the Alien Property) 
Custodian or the Attorney General under such contracts; 

“(3) prints of motion pictures ; 

““(4) patents, unpatented inventions, rights or interests in patents and 
unpatented inventions, and those rights or interests arising out of prevesting 
contracts entered into with respect to patents and unpatented inventions 
other than royalties or other income received by or accrued in favor of 
the Alien Property Custodian or the Attorney General under such contracts ; 

“(5) property which is subject to transfer to the Republic of the Philip 
pines under the Philippine Property Act of 1946, as amended; and 

“(6) property which the Attorney General is obligated to release to a 
foreign government or governments under agreements relating to the resolu 
tion of intercustodial conflicts involving enemy property heretofore entered 
into by the United States with a foreign government or governments pursuant 
to Public Law 857, Eighty-first Congress, and property which the Attorney 
General has received or may be entitled to retain or to receive from a foreign 
government or governments under such agreements, 


was owned immediately prior to its vesting in or transfer to the Alien Property) 
Custodian or the Attorney General by a natural person and that the aggregate 
of such vested property formerly owned by such person does not have a value 
at the time of his determination in excess of $10,000 or, although having a value 
in excess of $10,000 at such time, is nevertheless susceptible of division into 
a portion thereof having a value of $10,000, then such vested property or such 
portion thereof shall be returned as a matter of grace to such natural person, 
or his legal representative (whether or not appointed by a court in the United 
States), or to his successors in interest by inheritance, devise, or bequest, as 
their interests may appear. If the Attorney General shall determine that such 
vested property has an aggregate value in excess of $10,000 and is not susceptible 
of division into a portion thereof having a value equal to that sum, then return 
shall consist of a lesser portion, if practicable, augmented by a supplementa! 
return after further liquidation of the vested property. Unless specifically pro 
vided to the contrary returns under this section shall be subject to the provisions 
of subsection (m) hereof. 

“(b) Trademarks, trade names, and those rights or interests arising out of 
contracts entered into with respect to trademarks or trade names other than 
royalties or other income received by or accrued in favor of the Alien Property 
Custodian or the Attorney General under such contracts shall be deemed to have 
no value for the purposes of subsections (a) and (d) and subdivision (2) of 
subsection (m) of this section. Corporations, partnerships, associations, and 
other unincorporated bodies, or their successors in interest, shall be eligible under 
this section for the return of trademark, trade names, aud those rights or in 
terests arising out of contracts entered into with respect to trademarks or trade 
names other than royalties or other income received by or accrued in favor of the 
Alien Property Custodian or the Attorney General under such contracts: Pro 
vided, That no return shall be made of trademarks, trade names, or rights or 
interests arising out of contracts entered into with respect to trademarks or 
trade names vested by the following vesting orders: Vesting orders 284, as 
amended (7 F. R. 9754: 9 F. R. 10388), 678 (8 F. R. 3680), 2354 (8 F. R. 14635), 
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4751 (10 F. RK. 4273), 4819 (10 B. R. 6407), 5592 (11 F. R. 1675), 5593 (11 F. R. 
1676), 18805 (17 F. R. 4864), and 18905 (17 F. R. 5745) : Provided further, That 
in any case in which the owner prior to vesting of a trademark, trade name, or 
rights or interests arising out of a contract entered into with respect to trade- 
marks or trade numes was a resident of or had its sole or primary seat in an 
aurea of Germany now in the Soviet Zone of Occupation of Germany or in the 
Soviet sector of Berlin or in German territory under provisional Polish or Soviet 
administration, return may be made to a person residing or having its sole or 
primary seat in the Federal Republic of Germany or in the western sectors of 
Berlin upon certification by a competent agency of the Federal Republic of 
Germany that an equivalent trademark or equivalent trade name has been regis- 
tered for such person in the Federal Republic of Germany. The return of trade 
marks under this or the next preceding subsection shall be subject to the rights 
of licensees under licenses issued by the Alien Property Custodian or the Attorney 
General in respect of such trademarks. 

“(c¢) Corporations, associations, and other unincorporated bodies, whether 
public or private, determined by the Attorney General to be nonprofit organiza- 
tions operated for charitable, religious, or educational purposes shall be eligible 
for the return of vested property under this section without regard to its value. 
Returns to such organizations shall not be subject to retention or recovery by the 
Attorney General of the amount of the administrative expenses provided for by 
subdivision (2) of subsection (im) hereof. 

“(d) The aggregate value of the vested property to be returned under this 
section to the legal representative or successors in interest of a natural person 
who was the owner thereof immediately prior to its vesting in or transfer to 
the Alien Property Custodian or the Attorney General shall in no event exceed 
$10,000. The aggregate value of the vested property to be returned under this 
section to aby natural person shall in no event exceed $10,000. 

“(e) No return of vested property shall be made pursuant to this section to 

“(1) any person who, or whose predecessor in interest, has made claim to 
such property, or brought suit for the return thereof, and who has entered 
into an agreement with the United States, the Alien Property Custodian or 
the Attorney General in settlement or compromise of such claim or suit; 

*(2) any natural person who on January 1, 1955, or at any time there- 
aiter maintained his principal dwelling place, or any corporation, partner- 
ship, association, or other unincorporated body having its sole or primary 
seat, in the Soviet Zone of Occupation of Germany, in the Soviet sector of 
Berlin, in German territory under provisional Polish or Soviet administra- 
tion, or in Albania, Bulgaria, Communist China, Czechoslovakia, Estonia, 
Hungary, Latvia, Lithuania, North Korea, Poland, Rumania, or the Union of 
Soviet Socialist Republics, or in any other nation or area which the Secretary 
of State advises the Attorney General is dominated or controlled by the 
foreign government or foreign organization controlling the world Commu- 
nist movement; or 

“(3) any person convicted of war crimes. 

“(f) Notwithstanding the provisions of subdivision (2) of subsection (a) of 
this section, no return shall be made under this section of any royalties or other 
income derived from the property or interests vested by the following vesting 
orders: Vesting orders 128 (7 F. R. 7578), 13111 (14 F. R. 1730), 14349 (15 F. R. 
1575), 17366 (16 F. R. 24838), and 17952 (16 F. R. 6162). Notwithstanding any 
provisions to the contrary in subsection (a) of this section, no return shall be 
made of any property or interests vested by vesting order 17952 (16 F. R. 6162). 

“(g) Notwithstanding the provisions of subdivision (4) of subsection (a) of 
this section, no return shall be made under this section of (1) any royalties or 
other income received by or accrued in favor of the Alien Property Custodian or 
the Attorney General as a result of the enforcement of vested rights or interests 
in patent licensing contracts determined by either of them to be violative of any 
antitrust laws of the United States, or (2) any royalties or other income received 
by or accrued in favor of the Alien Property Custodian or the Attorney General 
arising out of the use on or prior to December 31, 1945, of any patent or un- 
patented invention. 

“(h) If any person shall claim vested property under this section on the basis 
of ownership of shares of stock or other beneficial interest in a corporation, 
partnership, association, or other unincorporated body which was or claimed to 
be the owner of such property immediately prior to the vesting thereof, then 
such person, or his predecessor in interest, shall be deemed not to have been the 


xe 


& 
a 
a 
a 


pea 









5 


ee tote A eed pe Pp 





RETURN OF CONFISCATED PROPERTY 1] 


owner of such property prior to vesting and he shall not receive a return thereof 

“(i) Except as otherwise provided herein, and except to the extent that the 
Attorney General may otherwise determine, any person to whom return is made 
hereunder shall have all rights, privileges, and obligations in respect to the 
property or interest returned or the proceeds of which are returned which would 
have existed if the property or interest had not vested in the Alien Property 
Custodian or the Attorney General, but no cause of action shall accrue to such 
person in respect of any deduction or retention of any part of the property or 
interest or proceeds by the Alien Property Custodian or the Attorney General 
for the purpose of paying taxes, costs, or expenses in connection with such 
property or interest or proceeds: Provided, That no person to whom a return is 
made pursuant to this section, nor the legal representative or successors in 
interest of such person, shall acquire or have any claim or right of action against 
the United States or any department, establishment, or agency thereof, or corpo 
ration owned thereby, or against any person authorized or licensed by the United 
States, founded upon the retention, sale, or other disposition, or use, during the 
period it was vested in the Alien Property Custodian or the Attorney General, of 
the returned property, interest, or proceeds. Any notice to the Attorney Ger 
eral in respect of any property or interest or proceeds shall constitute notice to 
the person to whom such property or interest or proceeds is returned and such 
person shall succeed to all burdens and obligations in respect of such property 
or interest or proceeds which accrued during the time of retention by the Alien 
Property Custodian or the Attorney General, but the period during which the 
property or interest or proceeds returned were vested in the Alien Property 
Custodian or the Attorney General shall not be included for the purpose of deter 
mining the application of any statute of limitations to the assertion of any rights 
by such person in respect of such property or interest or proceeds. 

“(j) No return under this section shall bar the prosecution of any suit at law or 
in equity against a person to whom return has been made, to establish any right, 
title, or interest which may exist or which may have existed at the time of vesting 
in or to the property or interest or proceeds returned, but in no such suit may be 
prosecuted by any person ineligible to receive a return under this section. With 
respect to any such suit, the period during which the property or interest or pro- 
ceeds returned were vested in the Alien Property Custodian or the Attorney Gen- 
eral shall not be included for the purpose of determining the application of any 
statute of limitations. 

“(k) Every person desiring to claim return pursuant to this section shall file a 
notice of claim with the Attorney General within one year from the enactment 
hereof in such form and manner as may be prescribed by the Attorney General 
Such notice of claim shall be required notwithstanding the filing of a notice of 
claim by such person under any other section of this Act. 

“(1) Nothing in this section shall affect the right of a claimant to pursue reme- 
dies under section 9 (a), 32, or 34 of this Act: Provided, That no person claiming 
vested property under section 9 (a) or 32 may receive a return under this section 
unless he files a written waiver, on behalf of himself, his heirs and successors, re- 
nouncing his claim under section 9 (a) or 32 to the amount retained or recovered 
by the Attorney General under subsection (m) of this section. The Attorney Gen- 
eral shall make no return under this section of vested property which is the sub- 
ject of a suit under section 9 (a) or of an administrative claim under section 9 (a) 
or section 32 to any person other than the plaintiff in such suit or the claimant in 
such claim unless and until the suit or claim has been finally disposed of adverse- 
ly to the plaintiff or claimant. 

“(m) Without limitation by or upon any other existing provision of law with 
respect to the payment of expenses, taxes, or debt claims by the Attorney General, 
he shall retain or recover from any vested property returnable pursuant to this 
section— 

“(1) an amount not exceeding that expended or incurred for the conserva- 
tion, preservation, or maintenance of such property ; 

(2) an amount covering expenses of administration, which amount shall 
be computed on a percentage basis determined by the Attorney General and 
uniformly applicable to all such property ; 

“(3) a reserve sufficient to insure the payment of taxes in connection with 
such property, as provided for in section 36 of this Act; and 

“(4) a reserve sufficient to insure the payment of pending debt claims pay- 
able from such property: 

Provided, That if the Attorney General holds additional property vested from 
the owner immediately prior to vesting, the amounts of such expenses and reserves 
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shall, to the extent possible, be retained or recovered from such additional vested 
property: Provided further, That the balance of a reserve remaining after the 
payment of taxes or debt claims shall become available for return under this sec- 
tion to the same extent as though it had never been made a part of such reserve: 
And provided further, That the persons entitled to the return of vested property 
under this section shall be permitted to pay the amount of expenses or reserves in 
lieu of the liquidation of such property to provide funds therefor. 

“(n) Any vested property returned pursuant to this section shall be subject to 
uny applicable restrictions imposed by Regulations issued pursuant to section 5 
(b) of this Act. 

“(o) Determinations of the Attorney General with respect to claims under this 
section, including the allowance or disallowance thereof, shall be final and shall 
not be subject to review by any court. 

“(p) As used in this section— 

“(1) ‘Vested property’ means property or interests vested in or trans- 
ferred to the Alien Property Custodian or the Attorney General pursuant to 
this Act after December 17, 1941, or the net proceeds thereof, including ex- 
cept where specifically provided to the contrary, dividends, interest, rent, 
royalties, or other income or accretions in respect of such property or 
interests ; and 

“(2) ‘Convicted of war crimes’ means the entry of judgment against any 
person who has been convicted personally and by name by such courts as 
may be designated by the Secretary of State, of murder or ill treatment or 
deportation for slave labor of prisoners of war, political opponents, hostages, 
or civilian population in occupied territories, or of murder or ill treatment of 
military or naval persons, or of plunder or wanton destruction without 
justified military necessity. 

“Sec. 41. (a) If the Attorney General shall at any time determine that the 
vested property then remaining in his hands will not be immediately availabie, or 
will prove insuflicient, for the purpose of making returns under section 40 of 
this Act, he shall request the Secretary of State to obtain funds in the currency 
of the Federal Republic of Germany, to be used to satisfy the claims under sec- 
tion 40 of persons in the Federal Republic and the Western Sectors of Berlin, 
which funds can be made available pursuant to Article IV of the Agreement 
between the United States and the Federal Republic, dated February 27, 1953, 
regarding the settlement of the obligation of the latter to the United States for 
surplus property. The Secretary of State shall as soon as practicable there- 
after undertake to have such currency made available by the Federal Republic 
and the Attorney General is hereby authorized to use such currency for the 
satisfaction of claims under section 40 of persons in the Federal Republic and 
the Western Sectors of Berlin without dollar reimbursement from any appro- 
priation, any provisions of law to the contrary notwithstanding. In such cases 
satisfaction of claims shall be made by payment in the currency of the Federal 
Republic at the then prevailing rate of exchange. 

“(b) At such time subsequent to January 1, 1955, as the United States and 
Japan enter into an agreement for payment by Japan for surplus property re- 
ceived from the United States, the procedures of subsection (a) of this section 
are hereby authorized, to the extent necessary and possible, for the purposes of 
making yen available to satisfy the Claims under section 40 of persons in Japan. 

“Sec. 42. (a) As used in this section the word ‘copyrights’ includes copyrights, 
claims of copyrights, rights to copyrights, and rights to copyright renewals. 

“(b) All copyrights vested in the Alien Property Custodian or the Attorney 
General under the provisions of this Act subsequent to December 17, 1941, which 
have not been returned or otherwise disposed of under this Act, except copyrights 
vested by vesting orders 128 (7 F. R. 7578), 18111 (14 F. R. 1730), 14849 (15 
F. R. 1575), 17366 (16 F. R. 2483) and 17952 (16 F. R. 6162) and copyrights 
vested with respect to the motion picture listed last in exhibit A of vesting order 
11803, as amended (13 F. R. 5167; 15 F. R. 1626), are hereby divested as a mat- 
ter of grace, effective the ninety-first day after the enactment of this section, 
and the persons entitled thereto shall on that day succeed to the rights, privileges, 
and obligations arising out of such copyrights, subject, however, to— 

“(1) the rights of licensees under licenses issued by the Alien Property 
Custodian or the Attorney General in respect of such copyrights, and 

“(2) the rights of assignees under assignment by the Alien Property Cus- 
todian or the Attorney General of interests in such licenses. 

The rights and interests remaining in the Attorney General under licenses issued 
by him or by the Alien Property Custodian.in respect of copyrights divested here- 
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under are hereby transferred, effective the day of divestment, to the persons ei 
titled to such copyrights: Provided, That all unpaid royalties or other incon 
acerued in favor of the Attorney General under such licenses prior to the day of 
divestment shall be paid by the licensees to the Attorney G neral 

“(e) All rights or interests vested in the Alien Property Custodian or the 
Attorney General under the provisions of this Act subsequent to December 17, 
1941, arising out of prevesting contracts entered into with respect to copyrights, 
except 

“(1) royalties or other income received by or accrued in favor of the 
Alien Property Custodian or the Attorney General under such contracts; 
“(2) rights or interests which have been returned or otherwise disposed 
of under this Act; and 
“(3) rights or interests vested by vesting orders 128 (7 F. R. 7578), 13111 
(14 F. R. 1730), 14349 (15 F. R. 1575), and 17366 (16 F. R. 2483), 
are hereby divested as a matter of grace, effective the ninety-first day after the 
enactment of this section, and the persons entitled to such rights or interests 
shall succeed thereto, subject to the right of the Attorney General to collect and 
receive al unpaid royalties or other income accrued in his favor under such 
prevesting contracts prior to the day of divestment. 

“(d) Nothing in this section shall be construed to transfer to a person en 
titled to a copyright divested here under the right of the Attorney General to 
sue for the infringement of such copyright during the period between (1) the 
vesting thereof or the vesting of rights and interests in a contract entered into 
with respect thereto and (2) the day of divestment. The right to sue for such 
infringement shall remain in the Attorney General. 

“Sec. 43. The Attorney General is hereby authorized to transfer to the Library 
of Congress all prints of motion pictures vested in or transferred to the Alien 
Property Custodian or the Attorney General pursuant to this Act after Decem- 
ber 17, 1941, except prints of motion pictures which are the subject of suits or 
claims under section 9 (a) or section 32 of this Act. The Library of Congress 
shall have complete discretion to retain such prints for its own purposes or 
to dispose of any of them in any manner it deems proper.” 

Sec. 3. Public Law 626, Eighty-third Congress, adding section 32 (h) to the 
Trading With the Enemy Act, as amended, is amended by striking “section 52” 
wherever it appears and inserting in lieu thereof “section 32 or 40”. 

Sec. 4. Section 9 (a) of the Trading With the Enemy Act, as amended, is 
amended by striking out the period at the end thereof and inserting in lieu thereof 
a colon and the following: “Provided further, That upon a determination made 
by the President, in time of war or during any national emergency declared by 
the President, that the interest and welfare of the United States requires the 
sale of any property or interest or any part thereof claimed in any suit filed under 
this subsection and pending on or after the date of enactment of this proviso, 
the Attorney General may sell such property or interest or part thereof, in con 
formity with law applicable to sales of property by him, at any time prior to 
the entry of final judgment in such suit. No such sale shall be made until thirty 
days have passed after the publication of notice in the Federal Register of the 
intention to sell. The proceeds of any such sale shall be deposited in an account 
which is hereby established in the Treasury, and such proceeds are hereby appro 
priated to carry out the purposes of this proviso and shall be held in trust by 
the Secretary of the Treasury pending the entry of final judgment in such suit 
Any recovery of any claimant in any such suit in respect of the property or 
interest or part thereof so sold shall be limited to the net proceeds of such sale, 
or, if more than one claimant, then to each claimant's proportionate share of the 
net proceeds of such sale, unless such claimant, within sixty days after receipt 
of notice of the amount of the net proceeds of sale, or, if more than one claimant, 
then notice of the amount of claimant's asserted proportionate share of the net 
proceeds of sale, serves upon the Attorney General and files with the court an 
election to waive all claims to the net proceeds and to claim just compensation 
instead. If the court finds that the claimant has established an interest, right. 
or title in any property in respect of which such an election has been served and 
filed, it shall proceed to determine the amount which will constitute just com 
pensation for such interest, right, or title, and shall order payment to the 
claimant of the amount so determined. An order for the payment of just com 
pensation hereunder shall be a judgment against the United States and shall 
be payable first from the net proceeds of the sale in an amount not to exceed 
the amount the claimant would have received had he elected to accept his pro- 
portionate part of the net proceeds of the sale, and the balance, if any, shall be 
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payable in the same manner as are judgments in cases arising under section 
1346 of title 28, United States Code. The Attorney General shall, immediately 
upon the entry of final judgment, notify the Secretary of the Treasury of the 
determination by final judgment of the claimant’s interest and right to the 
proportionate part of the net proceeds from the sale, and the final determination 
by judgment of the amount of just compensation in the event the claimant has 
elected to recover just compensation for the interest in the property he claimed.”. 

Sec. 5. The War Claims Act of 1948, as amended, is further amended by in- 
serting after section 1 thereof, the following: “TITLE I’. 

Sec. 6. The word “Act”, wherever it appears in title I in reference to the War 
Claims Act of 1948, as amended, is amended to read “title”. 

Sec. 7. The War Claims Act of 1948, as amended, is further amended by 
adding at the end thereof the following: 


“TITLE Il 
“GERMAN CLAIMS FUND 


“Sec. 201. As used in this title the term or terms— 

“(a) ‘Albania’, ‘Austria’, ‘Czechoslovakia’, ‘Germany’, ‘Greece’, ‘Poland’, and 
‘Yugoslavia’, when used in their respective geographical senses, mean the ter- 
ritorial limits of each such country in continental Europe as such limits existed 
on December 1, 1937. 

“(b) ‘Commission’ means the Foreign Claims Settlement Commission of the 
United States, established pursuant to Reorganization Plan Numbered 1 of 
1954 (68 Stat. 1279). 

“(c) The term ‘national of the United States’ includes (1) persons who are 
citizens of the United States and (2) persons who, though not citizens of the 
United States, owe permanent allegiance to the United Sates. It does not 
include aliens. 

“Sec. 202. (a) There is hereby created in the Treasury of the United States 
a fund to be known as the German Claims Fund. The Secretary of the Treasury 
is authorized and directed to cover into this fund $100,000,000 from any pay- 
ments, which, after the enactment of this title, are received by the United States 
through the Export-Import Bank of Washington, or otherwise, from the Federal 
Republic of Germany under article I of the agreement between the United States 
of America and the Federal Republic of Germany regarding the settlement of 
the claim of the United States of America for post-war economic assistance 
(other than surplus property) to Germany, dated February 27, 1953. 

“(b) There shall be deducted from the German Claims Fund 5 per centum 
thereof as reimbursement to the Government of the United States for the ex- 
penses incurred by the Commission and the Treasury Department in the admin- 
istration of this title. All amounts so deducted shall be covered into the 
Treasury to the credit of miscellaneous receipts. 

“Sec. 203. The Commission is authorized and directed to receive and to deter- 
mine according to the provisions of this title the validity and principal amount 
of claims for: 

“(a) Physical damage to, or physical loss or destruction of property located 
in Albania, Austria, Czechoslovakia, Germany, Greece, Poland, or Yugoslavia 
which occurred during the period beginning September 1, 1939, and ending 
May 8, 1945, as a direct consequence of military operations of war, or of special 
measures directed against property during the war because of the enemy or 
alleged enemy character of the owner, which property was owned, directly or 
indirectly, by the claimant at the time of such loss, damage or destruction. The 
sale, transfer or assignment of such property subsequent to such damage, loss 
or destruction shall not operate to extinguish any claim of the transferor other- 
wise compensable under this subsection. If a claim otherwise compensable 
under this subsection has been assigned for value the assignee shall be the party 
entitled to file a claim under this subsection. 

“(b) Damage to, or loss or destruction of, ships or ship cargoes directly or 
indirectly owned by the claimant at the time such damage, loss, or destruction 
occurred, which was a direct consequence of military action by Germany during 
the period beginning September 1, 1939, and ending May 8, 1945. The sale, 
transfer, or assignment of such ships or ship cargoes subsequent to such damage, 
loss, or destruction, shall not operate to extinguish any claim otherwise com- 
pensable under this subsection. If a claim otherwise compensable under this 
subsection has been assigned the assignee shall be the party entitled to file a claim 
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under this subsection. No award shall be made under this subsection in favor 
of any insurer, or reinsurer as assignee or otherwise as successor in interest to the 
right of the insured. 

“(c¢) Net losses by insurance companies under war-risk insurance or reinsur 
ance policies or contracts, incurred in the settlement of claims for insured losses 
of ships or ship cargoes, owned, (1) by natural persons who were nationals 
of the United States at the time of the loss, damage, or destruction of such ships 
or ship cargoes and at the time of the settlement of such claims, or (2) by cor 
porations, partnerships, associations, unincorporated bodies, or other entities in 
which at least 50 per centum of the outstanding capital stock or other proprietary 
interest therein was beneficially owned, directly or indirectly, by nationals of the 
United States at the time of such loss, damage, or destruction and at the time 
of the settlement of such claims, which insured losses were a direct consequence 
of military action by Germany during the period beginning September 1, 1U%y, 
and ending May 8, 1945. Such net losses shall be determined by deducting from 
the aggregate of all payments made in the settlement of such insured losses 
the aggregate of all amounts received by any such insurance companies on all 
policies or contracts under which the insured was a national of the United 
States or, in the case of an insured corporation, partnership, association, unin 
corporated body, or other entity, at least 50 per centum of the outstanding capital 
stock or other proprietary interest therein was beneficially owned, directly or 
indirectly, by nationals of the United States. 

“(d) Loss or damage on account of the death or injury of any person who, 
being then a civilian national of the United States and a passenger on any vessel 
engaged in commerce on the high seas, was injured or killed as a result of mili 
tary action by Germany during the period beginning September 1, 1939, and 
ending December 11, 1941, or for the loss of, or damage to the property of any 
civilian national of the United States, passenger on such vessel, during such 
period, resulting as a direct consequence of such action. Awards under this 
subsection on account of the death or disability of any one person shall not 
exceed $7,500. An award on account of the death of any such person shall be 
made only to or for the benefit of the following persons: 

(1) Widow or husband if there is no child or children of the deceased ; 

“(2) Widow or husband and child or children of the deceased, one-half to the 
widow or husband and the other half to the child or children of the decensed in 
equal shares; 

“(3) Child or children of the deceased (in equal shares) if there is no widow 
or husband; and 

“(4) Parents (in equal shares) if there is no widow, husband, or child. An 
award on account of disability shall be made only to the person so disabled, or, 
in the event of his death at any time prior to the making of the award, to the 
persons specified in paragraphs (1) through (4) of this subsection in the order 
so specified. 

“(e) Losses resulting from the removal of industrial or other capital equip- 
ment in Germany owned directly or indirectly by the claimant on May 8, 1945, 
and removed for the purpose of reparations including losses from any destruc- 
tion of property in connection with such removal. If a claim which could other- 
wise be allowed under this subsection has been assigned for value, the assignee 
shall be the party entitled to claim hereunder. 

“Sec. 204. (a) No awards shall be made pursuant to section 208 with respect 
to the following classes of property: 

“(1) Accounts receivable, bills receivable, records, files, plans, drawings. 
formulas, currency, deeds, evidences of debt, securities, money, bullion, furs, 
jewelry, stamps, precious securities, money, bullion, furs, jewelry, stamps, 
precious and semiprecious stones, works of art, antiques, stamp and coin collec- 
tions, manuscripts, books and printed publications more than fifty years old, 
models, curiosities, objects of historical or scientific interest, and pleasure water- 
craft and pleasure aircraft, except that awards may be made with respect to such 
of the foregoing items of property as may have constituted inventories, supplies 
or equipment for carrying on a trade or business. 

“(2) Intangible property. 

“(b) In determining the amount of an award there shall be credited all 
amounts the claimant has received or is entitled to receive from any source on 
account of the loss or losses with respect to which the award is made. 

“Sec. 205. No claims shall be allowed under this title unless the claimant and 
all predecessors in interest were— 
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“(a) in the case of a natural person, one who, on the date of loss, damage, 
destruction, or removal and continuously thereafter until the date of filing 
his claim with the Commission pursuant to this title, was a national of 
the United States, including any person, who, having lost United States 
citizenship solely by reason of marriage to a citizen or subject of a foreign 
country, reacquired such citizenship prior to the date of enactment of this 
title if such individual, but for such marriage, would have been a national 
of the United States at all times on and after the date of such loss, damage, 
destruction, or removal until the filing of his claim ; and 

“(b) in the case of a corporation, partnership, association, unincorporated 
body, or other entity, one which on the date of loss, damage, destruction, or 
removal and continuously thereafter until the date of presentation of its 
claim was incorporated or otherwise organized under the laws of the United 
States or of any State or Territory thereof, or of the District of Columbia, 
and with respect to which, at all times between the date of such loss, damage, 
destruction, or removal and the date of presentation of its claim, at least 
50 per centum of the outstanding capital stock or other proprietary inter- 
est in such entity was beneficially owned, directly or indirectly, by natural 
persons who could qualify as individual claimants under subsection (a) 
of this section. 

“Sec. 206. (a) A claim based upon an interest, direct or indirect, in a cor- 
poration or other entity which could qualify as a claimant under the provisions 
of section 205 shall not be allowed. 

“(b) A claim based upon an interest, direct or indirect, in a corporation or 
other entity which could not qualify as a claimant under the provisions of 
section 205 shall not be allowed unless at least 25 per centum of the outstanding 
capital stock or other proprietary interest in such entity has been owned, 
directly or indirectly, at all times between the date of such loss, damage, de- 
struction, or removal and the date of presentation of the claim, by natural per- 
sons or corporations or other entities which themselves would qualify as claim- 
ants under the provisions of section 205. Any award under this subsection shall 
be limited to that proportion of the total loss that the capital stock and pro- 
prietary interest owned by qualified claimants in such entity at the time of the 
loss, damage, destruction, or removal bears to the total capital stock and pro- 
prietary interests. For the purposes of this subsection the fact that subsequent 
to the loss, damage, destruction, or removal of the property there has been na- 
tionalization, confiscation, or other governmental seizure of title of the capital 
stock or other proprietary interest in the entity directly owning such property 
shall not be deemed to have affected the claimant’s ownership, direct or indirect, 
of such capital stock or other proprietary interest. 

“Sec. 207. Within sixty days after the enactment of this title or of legislation 
making appropriations to the Commission for payment of administrative ex- 
penses incurred in carrying out its functions under this title, whichever date is 
later, the Commission shall give public notice by publication in the Federal 
Register of the time when, and the limit of time within which claims may be 
filed, which limit shall be eighteen months after such publication. 

“Sec. 208. The amount of any award based on a claim of a national of the 
United States other than the national of the United States by whom the loss 
was originally sustained shall not exceed the amount of the actual consideration 
last paid for such claim prior to January 1, 1953. 

“Sec. 209. The Commission shall as soon as possible, and in the order of the 
making of such awards, certify to the Secretary of the Treasury, in terms of 
United States currency, each award made pursuant to section 203. 

“Sec. 210. All payments authorized under section 211 of this title shall be 
disbursed exclusively from the German Claims !"und and all amounts covered 
into the Treasury to the credit of such fund are permanently appropriated for 
the making of the payments authorized under section 211 of this title. 

“Src. 211. (a) The Secretary of the Treasury is authorized and directed, out 
of the sums covered into the fund created pursuant to section 202 (a) of this 
title, after making the deduction provided for in section 202 (b) of this title, to 
make payments on account of awards certified by the Commission pursuant to this 
title as follows and in the following order of priority: 

“(1) Payment in full of the principal amount of awards made pursuant to 
section 203 (d). 

“(2) Thereafter, payment in the amount of $1,000 or in the principal amount of 


the award whichever is less on aecount of the other awards made pursuant to 
section 203. 
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“(3) Thereafter, payments from time to time on account of the unpaid prin- 
cipal of the remaining awards made pursuant to section 203 in an amount which 
shall be the same for each award or in the amount of the unpaid principal of 
the award whichever is less. The total payments made pursuant to paragraph 
(2) and this paragraph on account of any award shall not exceed $10,000 

“(4) Thereafter, payments from time to time on account of the unpaid prin- 
cipal of each remaining award made pursuant to section 203 which shall bear 
to such unpaid principal the same proportion as the total amount in the fund 
available for distribution at the time such payments are made ‘bears to the 
aggregate unpaid principal of all such awards. 

“(b) Such payments, and applications for such payments, shall be made in 
accordance with such regulations as the Secretary of the Treasury shall prescribe 

“(c) For the purpose of making any such payments, other than under section 
211 (a) (1), an ‘award’ shall be deemed te mean the aggregate of all awards 
certified in favor of the same claimant. 

“(d) With respect to any claim which, at the time of the award, is vested in 
persons other than the person by whom the loss was sustained, the Commission 
may issue a consolidated award in favor of all claimants then entitled thereto, 
which award shall indicate the respective interests of such claimants therein: 
and all such claimants shall participate, in proportion to their indicated interests, 
in the payments provided by this section in all respects as if the award had been 
in favor of a single person. 

“(e) If, with respect to any award certified, the Secretary of the Treasury 
deems it necessary or desirable to defer any payinent on account thereof, he is 
authorized to defer such payment upon the creation of an adequate reserve 
therefor; and thereupon payments may be made on account of all other awards as 
above provided, in all respects as if such deferred payment had been made. 

“Sec. 212. Payment of any award pursuant to this title shall not, unless such 
payment is for the full amount of the claim, as determined by the Commission 
to be valid, with respect to which the award is made, extinguish such claim, or 
be construed to have divested any claimant, or the United States on his behalf, 
of any rights against any foreign government for the unpaid balance of his 
claim. 

“Sec. 213. The action of the Commission in allowing or denying any claim 
under this title shall be final and conclusive as to all questions of law and fact 
and not subject to review by any other official of the United States or by any 
court by mandamus or otherwise, and the Comptroller General is authorized and 
directed to allow credit in the accounts of any certifying or disbursing officer 
for payments in accordance with such action. 

“Sec. 214. There is authorized to be appropriated such sums as may be neces- 
sary to enable the Commission and the Treasury Department to pay their admin- 
istrative expenses incurred in carrying out their functions under this titie. 

“Sec. 215. No remuneration on account of services rendered on behalf of any 
claimant in connection with any claim filed with the Commission under this title 
shall exceed 10 per centum of the total amount paid pursuant to an award certi- 
fied under the provisions of this title on account of such claim. Any agreement 
to the contrary shall be unlawful and void. Whoever, in the United States or 
elsewhere, demands or receives, on account of services so rendered, any remunera 
tion in excess of the maximum permitted by this section, shall be guilty of a 
misdemeanor, and, upon conviction thereof, shall be fined not more than $5,000 
or imprisoned not more than twelve months, or both. 

“Sec. 216. If any person to whom any payment is to be made pursuant to this 
title is deceased or is under a legal disability, payment shall be made to his legal 
representative, except that if any payment to be made is not over $1,000 and there 
is no qualified executor or administrator, payment may be made to the persou 
or persons found by the Comptroller General to be entitled thereto, without the 
necessity of compliance with the requirements of law with respect to the admin- 
istration of estates. 

“Src. 217. No award shall be made under this title to or for the benefit of any 
individual who voluntarily, knowingly, and without duress, gave aid to or collabo- 
rated with or in any manner served any government hostile to the United States 
during World War II. 

“Sec. 218. To the extent that they are not inconsistent with any provisions of 
this title, the following provisions of title I shall be applicable to this title: 
The first two sentences of subsection (b) of section 2: subsection (c) of section 2: 
and section 11. 
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“Sec. 219. The Commission shall complete its affairs in connection with the 
settlement of claims pursuant to this title not later than five years following 
the enactment of legislation making appropriations to the Commission for pay- 
ment of administrative expenses incurred in carrying out its functions under this 
title. Nothing in this provision shall be construed to limit the life of the Com- 
mission, or its authority to act with respect to other categories of claims which 
may be effected under the provisions of this Act. 

“Sec. 220. The Secretary of State is authorized and directed to transfer or 
otherwise make available to the Commission such records and documents relat- 
ing to claims authorized by this Act as may be required by the Commission in 
carrying out its functions under this Act. 

“Sec. 221. To the extent that they are not inconsistent with any provisions of 
this title, the following provisions of the International Claims Settlement Act of 


1949 shall be applicable to this title: Subsections (c), (d), (e), and (f) of sec- 
tion 7.” 


Sec. 8. If any provision of this Act, or the application thereof to any person 
or circumstances, shall be held invalid, the remainder of the Act, or the applica- 
tion of such provision to other persons or circumstances, shall not be effected. 

Senator Jounsron. On September 29, 1955 the subcommittee con- 
ducted hearings on a bill, S. 1147, introduced by Senator Dirksen, 
relating to debt claims, and S. 2226, also sponsored by Senator Dirk- 
sen, which would authorize the Attorney General to dispose of the 
remaining assets held under the provisions of the Trading With the 
Enemy Act which were vested during World War I. 

The foregoing bills, together with amendments proposed thereto, 
constitute all of the legislation relating to the Trading With the 
Enemy Act which is now pending before this subcommittee. 

Commencing in March 1952, under the authority of Senate Resolu- 
tion 245 of the 82d Congress, and continuing up to the present time, 
Subcommittees of the Judiciary have given consideration to the many 
problems related to the administration of the Trading With the 
Enemy Act. It is the purpose of these hearings that matters con- 
nected with the Trading With the Enemy Act, the administration 
thereof, the vesting, holding or disposal of these properties should 
be considered on an overall basis. 

Our aim now, as it always should be, is to do what is best for the 
United States of America. 

We have with us Senator Langer, a member of the subcommittee, 
who, I understand, has a statement that he would like to make at this 
time. 

Senator Lancer. Yes, I will send it up and have Mr. Wayne 
Smithey read it. 


STATEMENT OF HON. WILLIAM LANGER, UNITED STATES SENATOR 
FROM THE STATE OF NORTH DAKOTA 


Mr. Smiruny (reading): “Mr. Chairman, it is a pleasure for me 
to discuss with the subcommittee an amendment which has been ap- 
proved by the United States Senate on one occasion and which 
has twice been approved by the Senate Judiciary Committee. When 
I originally introduced a similar bill in 1950, I did so in cosponsorship 
with Senator O’Conor of Maryland and Senators Butler and Wherry 
of Nebraska. The bipartisan character of the support for my amend- 
ment was continued throughout the years and, as an illustration, in 
the last Congress, the measure which I introduced was supported by 
former Senator Scott Lucas of Illinois.” 
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Senator Jonnstron. At the beginning of the reading of this state 
ment I want it understood I asked Senator Langer to come up here, 
but he preferred to sit down there. 

Senator Lancer. Thank you very much. 

Mr. SMITHEY (reading) : “However, Mr. Chairman, I at to make 
it clear that the legislation which I am supporting, S. 854, has more 
than a good legislative history to recomme oa its approval. ou will 
undoubtedly hear, before the conclusion of these hearings, support for 

» bill which would provide for the full return of vested German 
aad Japanese assets. I know of no argument which could be sub 
mitted in favor of such a proposal which would not apply with equal 
force to S. 854. 

“In addition to all of these arguments there is another, and I be 
lieve controlling, argument in favor of S. 854. 5. 854 provides for 
the return of German and Austrian property to individuals who ac 
quired such property by gift, devise, bequest, or inheritance from 
\merican citizens, or persons who were American citizens prior to 
the loss of their nationality by marriage to an alien. Members of the 
subcommittee will, 1 am sure, be quick to grasp the essential nature 
of the property with which S. 854 deals. 

“As the report of the Senate Judiciary Committee, submitted in the 
82d Congress, observed, it is ‘intrinsically and inherently American 
property. The property was amassed and earned in the United 
States by citizens of the United States. It remained in this country 
to aid and abet the Government in the way all property does, to a 
-uccessful fruition of the war. The bulk of this property was con 
veyed by persons who, having emigrated to the United States, had 
an understandable desire to share with their kinfolk still in the old 
country the bountiful blessings they had received in this land of op 
portunity. 

“As I pointed out at the time I introduced this measure in 1950, 
these people have close kin in Germany—mothers, fathers, sisters, 
brothers, cousins, and friends of their school and preschool days. In 
many cases the citizens of the United States, realizing the terrible 
aftermath of war and the likelihood that it would bring great suffer 
ing and misery to their relatives and friends, tried to make adequate 
pre vision for them. 

“Some Americans are providing for these relatives today. But 
1ers, whose life span was short, tried to provide for the economic 

well-being of their relatives through the conveyance of cash and 
property ‘by wills and trusts. The property conferred was amassec 
hy these citizens through their own industry, hard work, and thrift 
and was therefore, in every sense of the word, American property, 
created and sustained by the citizens of the United States. However, 
despite its essential American character, the Government of the 
United States, through its vesting program, has confiscated this 
American property and has frustrated the understandable desire of 
American citizens to provide for their loved ones overseas. In act- 
uality, much of this property was vested by our Government after 
the hostilities between the United States and Germany had ceased. 
[n some cases the person conveying the property died following the 
termination of hostilities but his gift, devise, bequest, or inheritance 


. favor of a German or Austrian national, was vested despite this 
act. 
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“Now, I can understand, Mr. Chairman, why the United States 
Government would desire to immobilize assets of foreign nationals in 
this country during time of war. Such action, of course, stems from 
a desire to protect this country by neutralizing the property of the 
enemy, so far as it is possible to assume dominance over it, lest it be 
used to aid and succor the enemy’s interest to the detriment of the 
seizing or vesting country. However, after hostilities have ceased, 
there is always, and should be, a period of rehabilitation and re- 
appraisement. The harsh and total methods of seizure during the 
war are weighed in the light of the new atmosphere. Inequities are 
always found to have been done so that a balance of interest must 
be made. 

“In his testimony before this subcommittee in the last Congress, the 
Secretary of State affirmed that we are in such a rational adjusting 
period today. If so, and I believe the Secretary is correct in that 
statement, this Nation might well consider the feasibility of carrying 
through to completion the desires of American citizen testators. 

“When I addressed the Senate in support of this legislation in 
1950, I recalled a case where a young man emigrated to the United 
States from Germany shortly before the war, served in our Armed 
Forces and was killed in action fighting for this country. The prop- 
erty he left, however, and his insurance, was taken by the United 
States Government and his mother, who was the beneficiary and sole 
heir, was left in dire straits simply because she happened to be a 
resident of Germany. 

“Two years ago I presented to the Senate a private bill which would 
lave paid to the German mother of a resident of North Dakota fol- 
lowing his death, the lump sum death benefit of $115.52, payable to 
the North Dakotan under the Social Security Act. Under this par- 
ticular instance, the individual was not a citizen of the United States, 
but the illustration, I think, would be all the more flagrant if that 
were true. This young man was a German citizen resident in the 
United States at the outbreak of World War II, was interned in 1942 
as an enemy alien, paroled in 1945 and released later that same year. 
The following year he died in Fargo, N. Dak., the victim of an acci- 
dental drowning. Bear in mind, if you will, that his death occurred 
after hostilities had ceased. Nevertheless, this pitifully small sum 
of $115.52 was vested by the United States Government and this poor 
boy’s mother was denied access to that money simply because she was 
a resident of Germany. What makes this case violate my sense of 
decency even more is the fact that the bill providing for the return 
of this sum to the decedent’s mother was approved by both Houses 
of Congress and vetoed by the President of the United States at a 
time when the mother was dying of cancer. The President took the 
position, as I recall it, that if legislation such as that were to be ap- 
proved it should be general legislation applicable to all and not to a 
single individual. That is the type of legislation with which we are 
dealing today. 

“Mr. Chairman, it appears to me that it is high time that this 
Nation exercise, with respect to this type of property, the beneficence 
which it has exhibited in the appropriation of moneys for foreign 
economic and military aid. How can we logically defend a program 
which continues to hold property of this character while returning 
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the assets of German industrialists situated in Germany, even those 
who were Nazi sympathizers? This subcommittee is aware, I am 
sure, that a German industrial tycoon who owned a dye works and 
fertilizer plant prior to World War II and who converted such plant 
to munitions to aid and abet the Germans in their war efforts, still 
owns and controls, either the whole or in part, his plants which per 
haps have been reconverted to a dye or fertilizer plant. The reten 
tion of the property which is the subject of this bill and the return 
of the property just described, is completely inconsistent and must. 
it seems to me, inure to our detriment in the minds of many German 
citizens whose sympathies never were with the Nazi government of 
Adolf Hitler. 

“The bill which I have introduced is concise in text and, I think, 
easy to understand. It provides simply for the return of property 
which was acquired by a citizen of Germany or Austria if such prop 
erty was acquired by gift, devise, bequest or inheritance from an 
American citizen or from a mother who at the time of her marriage 
to an alien was an American citizen. It requires a claimant in such 
‘ase to establish by reliable, probative, and substantial evidence that 
he has never been a member of the Nazi Party. Claims for return 
under this legislation would have to be filed within 3 years from the 
date of its enactment and attorney’s fees would be limited to a maxi 
mum of 10 percent. Section 3 of the bill provides for the payment 
of American claims out of the property remaining after the distribu 
tion of the assets affected by this bill. 

“While the bill currently applies only to nationals of Germany and 
Austria and the arguments which I have advanced in support of it 
have been so limited, I see no reason why similar treatment should not 
be afforded to persons in Japan who similarly acquired their property. 

“Since the bill does not affect the disposition of large corporate 
assets over which much of the controversy concerning bills for the full 
return of property has centered, I believe its prospects for ultimate 
adoption far exceed the other proposals now being considered. 

“Mr. Chairman, the inherent fairness and decency implicit in this 
measure commends it to the favorable consideration of the subcom- 
mittee, as does the previous legislative history. I hope it will again 
be approved, at an early date, and submitted to the full committee for 
action.’ 

Senator JoHnsron. I am glad to have this statement here from 
Senator Langer. 

Senator, have you any further statement to make ? 

Senator Lancer. Not at this time, Senator. 

Senator JoHnston. Thank you, Senator. I am glad to have you 
here with us. 

Is there any other Senator or Congressman that wants to be heard 
at this particular time? Some others might have come in. It is al- 
ways a courtesy shown to them, that they come in and make their 
statements first. 

We will call the first witness, Mr. Robert Murphy, Deputy Under 
Secretary of State. 

I notice there are some people standing. It will be all right for you 
to take these chairs here and rearrange them, or sit at the table. 

Senator Langer, unless you prefer, | I don’t think it is necessary to 
swear these witnesses. Do you want them sworn ? 
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Senator Lancer. No. 

Senator JoHnsron. I believe, Mr. Murphy, you prefer to make your 
statement, and then answer questions, after you have finished ? 

Mir. Murpnuy. If that pleases you. 

Senator Jounston. You may proceed in any manner you please. 
We are here seeking information. That is the only purpose of this 
meeting. 


STATEMENT OF ROBERT D. MURPHY, DEPUTY UNDER SECRETARY 
OF STATE; ACCOMPANIED BY JACQUES REINSTEIN, ACTING 
DIRECTOR, OFFICE OF GERMAN AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Mureny. Thank you, Mr. Chairman. 

Mr. Chairman, I am very happy to be able to testify on S. 2227 which 
incorporates legislative proposals the Secretary made to the two 
Houses of Congress on behalf of the Administration for the return of 
certain German and Japanese vested assets and for payments of claims 
of American nationals against Germany arising out of the war. Iam 
glad that the subcommittee has found it possible to have a hearing on 
this subject during the recess of Congress, and I hope, and I know that 
I speak for the Secretary of State, that early and favorable considera- 
tion will be given to these proposals upon the reconvening of the Con- 
gress. 

The Secretary appeared before this subcommittee last year to testify 
on legislation then under consideration for the return of German and 
Japanese vested assets. The proposals then pending provided for the 
full return of these assets. Mr. Dulles expressed his sympathy with 
the basic objectives of the proposals and of a return to the traditional 
practices of this Government with respect to enemy property. While 
he indicated that legislation of this character would have very bene- 
ficial effect on our foreign relations, he pointed out that its adoption 
would involve other considerations of policy, particularly of a fiscal 
character. 

The Congress had by earlier legislation provided for the liquida- 
tion of German and Japanese property and its use for the satisfaction 
of war claims. Large amounts of the assets had been utilized for the 
payment of war claims and the adoption of a policy of full return to 
the former property owners would involve a substantial outlay of 
funds from the Treasury. Finally the Secretary pointed out that a 
large number of American claimants still had unsatisfied claims against 
Germany. While the Secretary was, therefore, in sympathy with the 
general purposes of the legislation then under consideration, he did not 
feel that he was in a position to endorse any specific proposals. 

Shortly thereafter Chancellor Adenauer of the German Federal Re- 
public took the matter up with the President, and he sought his sup- 
port for the legislation pending before the Congress. The Chancellor 
drew the President’s particular attention to the hardships which had 
been suffered by owners of small properties, many of whom found them- 
selves in indigent circumstances. In his reply the President indicated 
his sympathy with the problem faced by the former property owners 
who were in straitened circumstances. He pointed out that similar 
problems existed with respect to American claimants. He said that 
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while none of the legislative proposals then pending met with the 
} approval of the administration, study of the problem would be made 
with a view to seeking an equitable solution. 

In accordance with the President’s desires, proposals have now been 
developed with the participation of all the Government agencies con- 
cerned dealing both with the question of vested properties and with 
the unsatisfied American claims against Germany. The Secretary 
transmitted these proposals to the C ongress on June 6 of this year. 
These proposals were approved by the Cabinet and have the endorse- 
ment of all the Government agencies concerned. In the Department 
of State’s view they would, if adopted, constitute the equitable solution 
of the problem desired by the President. 

The proposals before you would provide for return of vested Ger 
man and Japanese assets to individual owners who are natural persons 
up toa maximum of $10,000. It is estimated that these proposals will 
result in full return to 90 percent by number of the former owners. 
Return in these cases should take care of the holders of small bank 
accounts, beneficiaries of life insurance policies, holders of annuities, 


,and a very substantial number of the beneficiaries in inheritance 


cases. I understand there has been strong feeling in the Congress as 


| to the desirability of permitting payments in response to the decisions 
} of American testators. Our proposals, we think, would substantially 


accomplish this. They would take care of hardship cases without 
special administrative burdens and would substantially meet the for- 
eign policy problem which the Secretary outlined to your subcommittee 


;in his last er ance on this subject. 


Under the bill returns would not be made at this time to persons liv- 
ing behind the Iron Curtain. It is contemplated that, upon the reuni- 
fication of Germany, legislation would be sought extending comparable 
measures of relief to persons in what is now the Soviet zone of 
Germany and the Soviet sector of Berlin. 

The proposed return would be financed from the proceeds of enemy 
assets still in the possession of the Department of Justice after due 
allowance has been made for unsettled title claims and debt claims of 
American nationals against the former owners of vested properties. 
It is estimated that these funds will be sufficient to finance the return 
up to $10,000 to each former owner. However, if these funds should 
not suffice, it is proposed that payment be made from funds payable 
by the German and Japanese Governments to this Government on 
account of postwar sales of surplus property. 

The proposals do not attempt to take care of the situation of corpo- 

rations or holders of larger properties. It must be borne in mind that 
the Congress adopted the policy in the War Claims Act of 1948 of 
liquidating former enemy properties and devoting their proceeds to 
the payment of war claims. Pursuant to that act, a total of $225 
million of former enemy property has been liquidated and devoted to 
these purposes. A policy of full return such as was under considera- 
tion by your subcommittee last year could be carried out only at a cost 


of close to a quarter billion dollars of Treasury funds. The adminis- 


tration does not believe that the adoption of such a policy would be 


warranted. If the subcommittee desires to pursue this question, we 


assume it will call before it the officers of the Government responsible 
for financial policy. 


77583—56. 
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It appears to the administration that it would be inequitable to 
make legislative provisions for the return of vested assets without 
some provision for the unsatisfied claim of American nationals against 
Germany arising out of the war. In the case of Japan and other 
former enemy countries, claims of American nationals arising out of 
the war have been met with certain exceptions by the provisions of 
the treaties of peace and by payments made pursuant to the War 
Claims Act of 1948, as amended. 

The principal claims against Germany still remaining unsatisfied 
are those of American civilians who suffered personal injuries be- 
tween the outbreak of the war in 1939 and the entry of the United 
States in the war in 1941 and those of owners of property which sus- 
tained war damage in Germany and certain other countries of Eastern 
Europe for which Germany bears responsibility. 

In the War Claims Act of 1948, the Congress provided that the 
proceeds of German and Japanese vested assets should be pooled to 
form a single war claims fund. The Congress has provided for var- 
ious types of claims, principally those of prisoners of war and civilian 
internees, to be paid from the war claims fund. The sources of the 
war claims fund were principally German assets, but the claims paid 
out of it have been principally claims against Japan. As a result, 
approximately $100 million of funds derived from German assets have 
been used to pay claims against Japan. 

The claims against Japan which were paid from the war claims 
fund could have been paid from public funds. The War Claims Act 
of 1948 has, therefore, resulted in the exhaustion of the only funds to 
which claimants against Germany could look for satisfaction of their 
claims, I do not believe that this result was foreseen at the time the 
act was passed. The Administration proposal aims to correct this 
situation by recreating a separate fund for claims against Germany 
into which would be paid an amount of money equivalent to the value 
of German assets used to pay claims against Japan. The source of 
these payments would be payments to be made by the Federal Republic 
of Germany for postwar economic aid pursuant to agreements made 
between the two Governments in connection with the German: debt 
settlement of 1953. 

The estimated unsatisfied claims against Germany amount to over 
$300 million. It is estimated that the fund proposed will permit pay- 
ments to American claimants up to $10,000 each. Should any further 
payments be possible, the proposed legislation would permit pey- 
ments pro rata above that amount within the limits of the $100 million 
fund. 

We have had discussions with both the German and Japanese Gov- 
ernments on the subject matter of this legislation, and the Secretary 
has subsequently received a letter from Chancellor Adenauer ex- 
pressing his appreciation for the proposals and assurances of the 
cooperation of the German Federal Government in carrying out the 
proposed program. I believe the subcommittee will be interested in 
the various documents relating to our discussions with the two Gov- 
ernments, and with your permission, I should like to submit them 
for the record. ’ 

This is a complicated problem and the legislation before you is of 
a complicated and technical character. However, the essentials of 
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the proposals are simple. It aims at dealing to the extent practicable 
with the human problem involved, that is, the satisfaction of the 
claims of the smaller former owners of property and the smaller 
American claimants. Many of these persons are in difficult personal 
circumstances and have waited a long time for relief. The relief will 
not be effective unless it is provided promptly. For these reasons, 
the Department hopes that Congress will give early and favorable 
consideration to these proposals. 

Senator Jonnstron. I have here the documents that you spoke of 
just a few moments ago, so they will be included in the record, 

(The documents referred to are as follows:) 


{Immediate release, August 10, 1954) 
James C. Hagerty, Press Secretary to the President 


Following is an exchange of correspondence between the President and Konrad 
Adenauer, Chancellor of the Federal Republic of Germany. 


Tue Wuite House, August 7, 1954. 


DeAR Mr. CHANCELLOR: I was very much interested in your views on the ques- 
tion of the disposition of vested German assets in the United States, contained 
in your letter of July 17, 1954; and I appreciate the spirit in which your com- 
ments were cffered. 

You refer particularly in your letter to the hardships imposed on a large 
number of persons, many now advanced in years and without other means of 
support, whose small holdings in this country, in the form of pensions, life 
insurance policies, interests in estates, and bank deposits, have been vested. 
You state that early action to provide relief in such cases would be a major 
contribution to the strengthening of the ties of friendship between our two 
countries. 

Because of the great dislocation in the Germany economy which took place 
as a result of the war, the Allied Governments decided to look to German assets 
in their territories as a principal source for the payment of their claims against 
Germany. The recovery of the German economy, which has progressed so 
rapidly and so well under your administration, was thus not hampered by a 
large reparation burden. In considering the problem of the vested assets, it 
is necessary therefore to take into account legitimate claims on the part of 
American citizens arising out of the war for which some provision should be 
made, if the original approach is reversed. 

I am aware of the measures taken by the German Federal Government under 
your high-minded leadership to contribute to the relief of victims of Nazi per- 
secution, and to reestablish normal economic and commercial relations with 
the countries of the free world. I also share your sympathy with individuals 
in straitened circumstances in Germany for whom the operation of the vest- 
ing program in this country created particular hardships. I am hopeful that 
it may be possible to take some remedial action in such cases, and at the same 
time provide some measure of compensation to those American nationals whe 
incurred losses arising out of the war, with resultant hardship in many cases. 

As you know, the solution of this complex of problems lies with the Congress. 
Several bills dealing with the subject are now pending there, and members 
of my Cabinet and other Government officials have appeared and expressed 
their views. None of the measures thus far proposed have the approval of my 
administration, but you may be assured that this problem is receiving earnest 
consideration and it is my hope that a fair, equitable, and satisfactory solution 
can be arrived at. 

Sincerely, 
Dwicat D. EISENHOWER. 


Mk. PresIDENT: The Federal Government follows with special interest efforts 
of the United States Congress to find a solution to the question of seized German 
assets in the United States. Despite the favorable development of relations 
between our two countries, this problem has remained unresolved. A solution 
to it is a special wish of my Government. Thousands of Germans who through 





26 RETURN OF CONFISCATED PROPERTY 


no fault of their own find themselves in an unfortunate economic situation, old 
people and pensioners, beneficiaries of insurance policies and inheritances, hope 
that now, 9 years after the end of hostilities, their property will be released. 
Among them are numerous persons who have lost their means of livelihood 
and homes as a consequence of the war. For all of them an early release would 
alleviate their hardships. Many Germans would be able to build their lives 
anew with these means. Moreover, seizure of these assets has affected pre- 
cisely those German firms and persons, who through personal and business con- 
nections with the United States, have for many years formed the traditional 
bridge of friendship between our two countries. For them as well, the unre- 
solved problem is an element of uncertainty. 

In the opinion of the Federal Government and of the entire German public, 
the Federal Republic has expressed its will to contribute to reconstruction on 
the basis of common principles of the Western World through recognition of 
German foreign obligations in the London debt agreement, through ratification 
of the Bonn and Paris agreements, and through conclusion of the Israeli agree- 
ment. An early solution to this problem lies specially close to the hearts of 
myself and my government. It would not only have a far-reaching favorable 
phychological effect in that it would give the German people a feeling of security 
and increase its moral strength, it would also make a considerable contribution 
to furthering the friendship between our two peoples, so promisingly begun. 

As head of the Government of the Federal Republic, may I voice a request 
to you, Mr. President, that a contribution will also be made from your side that 
the hopes, so recently given life, will not be dissapointed. Accept, Mr. President, 
the expression of my highest consideration. 

ADENAUER. 





[Immediate release, October 28, 1954] 


James C. Hagerty, Press Secretary to the President 
Felix von Eckhardt, Director of the Federal Press and Information Office 


THe Wuite Hovuss. 
STATEMENT 


At the end of their meeting today the President and the Chancellor issued the 
following statement: 


I 


During this morning's conversations we took an opportunity to renew the spirit 
of friendship and confidence which has marked our relationship in the past, 
especially in our efforts to overcome the very serious situation which faced us 
during the past few months. We reviewed the decisions taken at London and 
Paris and we are convinced that with the coming into effect of the agreements 
signed this past weekend, the read toward a strong and united Europe will have 
been paved. We view the understanding reached between the Governments of 
France and the Federal Republic of Germany as an especially encouraging step 
toward lasting peace in continental Europe. This understanding was greatly 
furthered by the commitment on the part of the United Kingdom to maintain 
forces on the Continent. The basis for a European community has thus been 
established. 

The continued interest in and support of this community by the United States 
was reiterated. Together with the strengthened North Atlantic Treaty Organi- 
zaion, now to include the Federal Republic of Germany, these new agreements 
will, we are convinced, serve to reinforce the defense system of the free world. 


Il 


We particularly addressed ourselves to the question of German reunification. 
The demand for a reunited Germany in freedom is viewed by us as the legitimate 
demand of the German people. We are agreed that this aim shall be achieved 
only by peaceful means. We are convinced of the necessity of continued efforts 
toward this goal and are agreed that such efforts will be made by the United 
States and the Federal Republic of Germany together with the Governments of 
the United Kingdom and France. 

In this connection, we exchanged views on the latest Soviet note. It is our 
initial view that this does not seem to offer any new proposal on the part of the 


en okt ath et So Ba A lit SS TAMER: AAAS ENE ie SRI 9 


Sunionten 


kot an a ae ae 


oe bain: 


OS 


» ae 








A itancttapanssbin 


RETURN OF CONFISCATED PROPERTY 27 


Soviet Union; it appears essentially as a reiteration of the positions taken by 
Mr. Molotov at the conference in Berlin regarding Germany and European 
security. 

We have no doubt that the strengthening of free Europe which will result 
from the recent London and Paris agreements, will aid our efforts to bring 
freedom and unity to all of the Gerinan people. 


Ill 


We discussed the unfortunate fact that large numbers of German prisoners of 
war and civilian deportees are still held in custody in areas behind the Iron 
Curtain, mainly the Soviet Union. The Chancellor requested the continued 
assistance of the United States in obtaining the release of these prisoners. This 
question has for some time been the subject of investigation by a United Nations 
Commission. The Chancellor was assured that the United States stands ready, 
now as in the past, to offer every support and assistance considered useful in 
accomplishing this end. 

lV 


We also discussed the question of German assets in the United States. The 
President expressed sympathy for the problem raised by the Chancellor in his 
letter of July 17, 1954, to him on this subject and again expressed his willingness 
to explore such problems along with the question of American war claims. We 
were agreed that conversations between representatives of our two Governments 
will soon begin. 





{March 3, 1955—No. 122] 


For release at 10 p. m., e. s. t., Thursday, March 3, 1955. Not to be previously 
published, quoted from, or used in any way. 

The conversations between representatives of the Governments of the Federal 
Republic of Germany and the United States on the question of vested German 
assets in the United States and the related problem of American war claims 
against Germany which commenced in Washington on February 10, 1955, were 
concluded today. These exploratory conversations were envisaged by the joint 
statement issued by President Eisenhower and Chancellor Adenauer during the 
latter’s visit to Washington last October. (See Department's Press Release 
No. 79 of February 10, 1955.) 

The object of the discussions was not to arrive at bilateral agreements with 
binding effect for both sides but to exchange views on a solution of the compli- 
cated problem of vested Germany property and American claims arising out of 
World War II. 

During the course of these conversations the problems confronting each Gov- 
ernment with regard to the questions under consideration were fully explored 
and a better understanding was reached by the representatives of each Govern- 
ment of the difficulties faced by the other. 

The United States delegation informed the German delegation that the fol 
lowing proposal will be submitted to the Congress for legislative consideration : 

German assets vested in consequence of World War II, or the proceeds of their 
liquidation, are to be returned as a matter of grace to natural persons up to a 
limit of $10,000 per owner less costs of administration. This includes persons 
whose assets exceed $10,000. Furthermore, copyrights and trademarks are to be 
returned irrespective of their value subject to existing licenses. It is also pro- 
posed to return cultural property. It was indicated that arrangements will also 
be made to make the program available to residents of East Germany upon the 
reunification of Germany. The program will relieve in large measure the hard 
ships that have arisen since it is estimated that 90 percent of the owners whose 
property was vested will receive full return. 

The United States delegation stated that proposals will also be submitted to 
the Congress for the settlement of war claims held by United States nationals 
against Germany up to about $10,000. This program would be financed by the 
use of $100 million—from the payments to be made by the Federal Republic on 
its debt to the United States on account of postwar economic assistance. This 
represents the estimated amount of German vested assets used in the past for 
the payment of war claims not attributable to Germany. This program is being 
proposed in view of article 5 of the London debt agreement of February 27, 1953, 


mt, 
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which makes it impossible for the Federal Republic of Germany to consider war 
claims until final settlement is possible under that agreement. 

The German delegation expressed the desire for a broader solution of the 
property problem but appreciated the United States plan which they consider, 
in the light of prevailing circumstances, to be a constructive step in the solution 
of the property problem. 

The United States delegation acknowledged the German desire for a wider 
solution of the property problem but stated that, while the future cannot be pre- 
dicted, a broader plan is not envisaged by the administration. 

Mr. Walworth Barbour, Deputy Assistant Secretary of State for European 
Affairs, who headed the United States delegation, and Herr Hermann J. Abs, 
special representative of Chancellor Adenauer, the head of the German delega- 


tion, stated that a spirit of mutual understanding had prevailed throughout the 
discussions. 





[May 10, 1955—No. 258] 


For release at 5 p. m., e. d. t., Tuesday, May 10, 1955. Not to be previously pub- 
lished, quoted from, or used in any way. 


JAPANESE VESTED ASSETS 


Conversations between the Embassy of Japan and representatives of the United 
States Government which commenced on March 15, 1955, on Japanese vested 
assets in the United States and related matters were concluded today. (See 
departmental press release No. 123 of March 3.) 

The purpose of the conversations was to discuss the problem of Japanese vested 
assets and related subjects, and to inform the Japanese Government of a pro- 
posal to be submitted to the Congress of the United States for legislative con- 
sideration involving the limited return of Japanese vested assets. The object 
was not to arrive at bilateral agreements with binding effect for both sides but to 
exchange views on these matters. 

The United States representatives informed the Japanese representatives that 
the proposal to be submitted to the Congress with regard to the limited return of 
vested assets will be applicable to both German and Japanese assets. (See de- 
partmental press release No. 122 of March 8 relating to the conclusion of talks 
with representatives of the Federal Republic of Germany.) Under this proposal 
German and Japanese assets vested in consequence of World War II, or the pro- 
ceeds of their liquidation, would be returned as a matter of grace to natural 
persons up to a limit of $10,000 per owner. This includes persons whose assets 
exceed $10,000. Costs of administration would be deducted before determining 
the amount subject to return. Vested property located in the Philippine Islands 
would be excluded from return since it was vested by the United States Govern- 
ment for the benefit of the Philippines and either has already been transferred, 
or is subject to transfer to the Republic of the Philippines under existing law. 
Copyrights and trademarks would be returned irrespective of their value subject, 
however, to existing licenses. Cultural property would be returned under the 
proposal. 

The proposed limited return of Japanese assets would not affect compensation 
provided pursuant to United States legislation to American nationals who suffered 
losses as a result of the war with Japan. Such legislation provides compensa- 
tion to American prisoners of war, to civilian internees captured in United 
States territories and to Americans who sustained property losses in the Philip- 
pines, and to other groups of claimants. Compensation is also provided by the 
Japanese Government, pursuant to the Japanese Peace Treaty, to American 
nationals who suffered property losses in Japan as a result of the war. 

The Japanese representatives expressed a strong desire for full return of 
vested assets. The United States representatives acknowledged the Japanese 
desire, but stated that—as representatives of the Federal Republic of Germany 
had been informed at the conclusion of talks on the return of German assets— 
while the future cannot be predicted, a broader plan for return of vested assets 
is not envisaged by the administration. 

The United States representatives were headed by Mr. Charles F. Baldwin, 
Deputy Assistant Secretary for Far Eastern Affairs, Department of State, and 


the Japanese representatives by Mr. Takeshi Watanabe, Financial Minister of the 
Japanese Embassy. 
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DEPARTMENT OF STATE 
DIvIston OF LANGUAGE SERVICES 


(Translation) 


THE FEDERAL CHANCELLOR AND 
FEDERAL MINISTER OF FOREIGN AFFAIRS, 
Bonn, March 30, 1955 
His Excellency JoHN Foster DULLEs, 
Secretary of State of the United States of America, 
Washington, D. C. 

Dear Mr. DULLES: Mr. Abs, on his return from the official talks in Washington, 
which ended on March 4, reported to me on the results of those conversations 

I am pleased to hear that those talks were inspired throughout their course 
by the friendly spirit which has been determining, in ever greater measure, 
the relations between our two countries. The Federal Government believes 
that the results of the talks represent a constructive step on the way to solution 
of a problem which has been occupying the Federal Government and German 
public opinion for years. May I express in the name of the Federal Govern- 
ment our thanks for the fact that the American Government will recommend 
to Congress the return of the assets of natural persons up to $10,000 as well 
as copyrights, trademarks, and cultural assets. 

I am also informed that the American Government intends to present to 
Congress a draft bill for satisfying claims of American citizens for war dam- 
age sustained by them. If the American Government requests the technical 
essistance of the Federal Government in determining these war damage claims, 
the Federal Government will grant it in principle. I suggest that the pro- 
posals to this end made in the official talks be made the subject of expert 
negotiations at a time to be agreed on with the American Government. In 
these negotiations, subject to the legislation of the two countries, the details 
of the technical assistance might be worked out. 

May I, dear Mr. Dulles, on this occasion again assure you of my gratitude 
for the continued friendly cooperation? With best regards and good wishes, 

Always very truly yours, 
(s) ADENAUER. 
(Adenauer). 


Senator Jounston. Senator Langer, do you have any questions? 

Senator Lancer. Yes. 

Do you have the letter from Chancellor Adenauer that you men- 
tioned ? 

Mr. Murpny. Yes. 

Senator Lancer. I wonder if we could have it read. 

Mr. Mcurrny. Surely. 

Bonn, March 80, 1955. 
Hlis Exeellency JOHN Foster DULLES, 
Secretary of State of the United States of America, 
Washington, D.C. 

DeaR Mr. Duties: Mr. Abs, on his return from the official talks in Washington, 
which ended on March 4, reported to me on the results of these conversations. 

I am pleased to hear that those talks were inspired throughout their course 
by the friendly spirit which has been determining, in ever greater measure, the 
relations between our two countries. The Federal Government believes that 
the results of the talks represent a constructive step on the way to solution of a 
problem which has been occupying the Federal Government and German public 
opinion for years. May I express in the name of the Federal Government our 
thanks for the fact that the American Government will recommend to Congress 
the return of the assets of natural persons up to $10,000 as well as copyrights, 
trademarks, and cultural assets. 

[ am also informed that the American Government intends to present to 
Congress a draft bill for satisfying claims of American citizens for war damage 
sustained by them. If the American Government requests the technical assist- 
ance of the Federal Government in determining these war damage claims, the 
Federal Government will grant it in principle. I suggest that the proposals to 
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this end made in the official talks be made the subject of expert negotiations at a 
time to be agreed on with the American Government. In these negotiations, 
subject to the legislation of the two countries, the details of the technical 
assistance might be worked out. 
May I, dear Mr. Dulles, on this occasion again assure you of my gratitude 
for the continued friendly cooperation? With best reg@rds and good wishes, 
Always very truly yours, 
ADENAUER, 
Senator LANGER. 


$10,000 is satisfactory to the German people ¢ 

Mr. Murreiuy. We think so, Senator, by and large. 

Senator Lancer. What led you to that cone lusion ‘ 

Mr. Mureuy. Well, because of the references that have been made 
to it by the Chancellor and by a number of other German officials and 
individuals, and by the fact that it takes care of 90 percent by number 
of the total claims. 


Senator Lanarr. Who was here from Germany that met with you’ 
Who was leader of the delegation ? 


Mr. Murpeuy. Hermann Abs was the negotiator. 


Senator Lancer. Mr. Chairman, I have a statement here from Mr. 
Abs, which disputes what Mr. Murphy is saying here. I wonder if it 
might be read at this time. I would like to have it read in the record 


at this time. It is a clear contradiction, I think, to what Mr. Murphy 
sald, that this was the final agreement. 


The understanding of the German Government is, as I get it, that it 
is just a supplementary proceeding and that they expected further 


negotiations dealing with the other claims of the German Govern. 
ment. 


Senator Jounston. This will be read into the record by Mr. 
Smithey. 


Mr. Smrrury. This isa translation from the German by the Library 
of Congress, statement entitled “German Property in the U. S. A. 
Release in Toto or in Part by Hermann J. Abs (Frankfurt-am-Main).” 

Senator Lanarr. Mr. Abs, as I understand it, was the head of the 
German delegation that met with Mr. Dulles and the rest of the officials 
from the Secretary of State’s office. 

Mr. Murruy. That’s right, Senator. 

Mr. Smuriuby (reading) : 


On June 8 of this year Secretary of State John Foster Dulles sent to the U. 8. 
Congress a bill, together with an accompanying letter, concerning the so-called 
partial release (of German property) which had been submitted to the attention 
of a German delegation last February. This bill, drafted by the U. 8S. Govern 
ment, was shortly thereafter introduced in the House of Representatives by 
Representative Priest as H. R. 6730, and in the Senate by Senator Kilgore (ehair- 
man of the Senate Judiciary Committee) as 8S. 2227. This afforded the Congress 
an Official opportunity to act on the proposals of the U. 8S. Government. It must 
now decide whether it will adopt these proposals or whether it will proceed to a 
more comprehensive (liberal) release and/or payment of proceeds from the liqui- 
dation of that property. As we know, two bills have already been proposed to 
the U. S. Congress which support the comprehensive settlement (of the problem ) 
of alien property, i. e., the so-called Dirksen bill, introduced by the same Senator 
Kilgore on February 8, 1955, and a joint resolution, submitted to the House of 
Representatives by several Members of Congress last March 28. Both bills call 
for an unrestricted return of German and Japanese private property or of the 
proceeds from its liquidation, the only difference being that the joint resolution, 
with respect to the allocation of the necessary funds, in contrast with the Dirk- 
sen bill, proposes to use the German payments effects within the framework of 


the German-American agreement of February 27, 1953, concerning postwar eco- 
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nomic aid extended to the Federal Republic, thereby avoiding, since we know that 
only relatively small funds are still at hand from the liquidation proceeds, a 
direct burden on the American taxpayer. 

The text of the bill proposed by the U. S. Government corresponds, with a few 
minor deviations, to the proposals submitted to the German delegation in the 
spring of this year; i. e., the return of property not yet liquidated, or the payment 
of proceeds from the liquidation of German and Japanese assets, shall-—upon 
ipplication—be effected, in each case, in an amount of not over $10,000, or individ 
uals having a natural right thereto, also benefiting those owners whose property 
confiscated in the U. S. A. exceeds this amount. Trademark and author's rights 
shall be returned irrespective of their value or of the legal status of the former 
owner; royalties from these rights shall likewise be paid out on an amount of 
up to $10,000 in each individual case, these, however, only to natural persons; in 
this connection, however, the release of an individual's total assets which had 
heen confiscated in the U. 8. A. must now exceed a maximum of $10,000, Release 
in toto is also provided in favor of charitable, religious, and cultural institutions 
Patents shall not be returned. <A special section is devoted to the costs accrued 
in connection with the administration of the confiscated or liquidated property 
in this connection it should be noted that no maximum limit has been fixed for 
these costs 

The second part of the bill is devoted to the settlement of certain claims by 
American citizens for war damage. It is suggested that for this purpose a fund 
of $100,000,000 be established, supplied by German payments under the provi 
sions of the above agreement concerning postwar economic aid. This also in 
cludes, for the time being, payments only up to a specified amount in each indi 
vidual case, 

Hearings have already been held on the joint resolution (July 1, 1955), on the 
other hand, the other proposed bills have not vet been deliberated in committee 
nor have “witnesses” been heard. With consideration to the approaching close 
of the present session, and in view of the heavy loud of the respective committees 
with other urgent business, it is doubtful that the above bills will be taken up 
during the present session; hence it is not expected that they will be considered 
hefore January 1956, at the earliest. 

This delay is regrettable insofar as those German owners—numbering approxi 
mately 30,000——who were to be the primary beneficiaries of the U. 8S. Government 
proposal for a partial release, will not be able to count on payment or release until 
t much later date than could have been expected after the conclusion of the 
Washington conversations in the spring of this vear. This applies, especially, 
to those owners who are in financial difficulties and therefore urgently dependent 
on speedy payment. Chancellor Adenauer placed special emphasis on these 
hardship cases in his letter to President Eisenhower of July 1954. But also the 
owners of assets in excess of $10,000 will again have to be patient, Just as is the 
couse With legal persons (companies or corporations) not benefiting from the 
provisions of the Partial Release. This implies that, for the time being, only 
the Partial Release will be put into effect. As to the latter group of property 
owners, we understand that they received equally strong support from the Chan 
ellor as did the hardship cases, the Chancellor being aware that the private 
enterprises, especially, were desirous of contributing, through installations in the 
United States, to stepping up production and promoting their mutual economic 
ecchanve, and already have so contributed in many respects, thus serving Ger 
intn-American relations in general, Unfortunately, this appeal of the Chancellor 
was not mentioned in the accompanying letter from John Foster Dulles referred 
to nheve 

Yet it is now, in fact, entirely possible for the U. S. Congress to go beyond the 
Partial Release. First of all, from a legal point of view, it is in a position, 
recording to John Foster Dulles’ own statements, to override the provisions of the 
Paris Agreement on Reparations of 1946, which opposes the return of former 
eneiny property, because this agreement was purely an Executive measure which 
is net binding on the Congress. A more comprehensive release is also entirely 
reconcilable with the provisions of the agreement on (the) transfer (of owner 
ship) which, as a matter of fact, states only that the Federal Republie is not 
permitted to object to measures taken by the Allies with regard to German prop- 
crty. To the same extent that minor assets can be returned or compensated for, 
the U.S. A. is entitled to do likewise with respect to larger business entities as 
well as in the case of company- (or corporation-) owned property, without giving 
rise to possible prejudicial reverberations on the relations of the Federal Republi: 
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with other nations. The latter view was expressed repeatedly by the German 
side which called attention to the difference in the nature of the cases, with 
particular reference to nations occupied by Germany during the war. 

Secondly—and this is decisive—the Congress is entirely justified in adopting 
the view that by approving, with regard to the return of confiscated property, 
only a partial solution, it would jeopardize the traditionally American respect 
for private property, and, beyond that, the general moral and legal concepts 
of the Western World. In this connection, it must be considered unfortunate, 
though perhaps unavoidable, that the envisioned partial release of German prop- 
erty is being regarded as an “act of grace”; for this may cause innocent Amer- 
ican bystanders, who are ignorant of the problems involved, to gain the impres- 
sion that the former owners had been responsible for the fact that their prop- 
erty was confiscated and that their rights had properly been forfeited. In order 
to prevent this impression, the German delegation during the Washington con- 
versations repeatedly stressed the need for restoring the principle of inviola- 
bility of private property, with particular reference to the fact that unrestricted 
observance of this principle constitutes an essential element of (prerequisite 
for) the existence of the Western World and an important prerequisite for the 
guarantee of justice. It welcomed the proposed partial solution as a construc- 
tive step toward the solution of the overall problem; first, because it should be 
regarded as the first sign of the U. S. Government's fundamental turning away 
from the enemy policy which had been termed as outmoded by Mr. Dulles him- 
self; and, secondly, because the Federal Government was seriously concerned 
with helping its needy citizens to regain as soon as possible a part of their prop- 
erty, inasmuch as many years had passed since confiscation and the property 
in question had in many cases considerably shrunk in value, owing to liquida- 
tion, accrued administrative fees, and, especially, to diminished purchasing power. 
Notwithstanding, the proposals by the U. S. Government had not, either at the 
tine of the Washington conversations or subsequently, been accepted by the 
Germans as the final settlement of the property (problem), as had been falsely 
stated on many occasions. It had no right to do so, and therefore aimed at all 
times to leave the door open for a more comprehensive solution when it was 
found that the American administration had no intention at this time to go 
beyond the above restricted proposal. The phraseology employed in the joint 
communique in this connection is, admittedly, not altogether accurate; yet, the 
U. S. delegation added to its statement that the American Government was not 
in a position to make provision for a more comprehensive release, that “noth- 
ing, however, could be said as to the future.” Regrettably, here too, this very 
important passage was omitted from the proposal by the Government when it 
was introduced, strongly supporting the assumption that Germans had accepted 
the proposed restricted (partial) release as final settlement of the problem. On 
the other hand, it should be stated that the Washington conversations, accord- 
ing to the final communique, constituted an exchange of opinion rather than 
real negotiations, and that, because thereof, an acceptance of the partial solu- 
tion had not been included on the agenda. Irrespective thereof, such approval 
could not have been given because of the legal implications in the matter, in 
view of the fact that the American proposal was tied up with the settlement 
of war damage claims against the Reich by private individuals, in which, ac- 
cording to art. 5, sec. 2, of the London agreement, neither the Federal Republic 
nor the creditor nations were permitted to become involved. By way of further 
clarification of this position, I am quoting the statement which the author (1) 
made on June 8, 1955, on the occasion of the annual meeting of the Studien- 
gesellschaft fuer privatrechtliche Auslandsinteressen, a.V. (Study Group for 
Legal Interests Abroad of Private Individuals) : 

“1. With respect to the nonreturnable property of German citizens who are 
legally entitled thereto, the consent of the Federal Government would be in 
contrast with (the provisions of) art. 14 of the Bonn Constitution, entirely 
aside from the fact that it would be contradictory to the concepts of morality and 
international law. Such consent would, therefore, be inadmissible. 

“2. With respect to the withholding of property of non-German citizens, the 
consent of the Federal Government would be irrelevant despite the fact that such 
withholding would constitute a failure to observe the requisites of international 
morality and international law. 

“3. With respect to the total nonreturnable property, the Federal Government 
has at no time felt authorized—and it admits that it does not have such author- 
ity—to annul or to restrict the claims to the confiscated property on the part of 
any private individual legally entitled thereto, regardless of nationality.” 
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It is no secret that many circles in the U. 8S. A. are still, as heretofore, opposing 
the release, such as for example, the American Legion which recently voted 
precisely to the contrary. I shall not expound here in detail the manifold 
motives for this party “interested” opposition. Let us mention only one example, 
which constitutes the main obstacle to release in toto: The case of the General 
Aniline & Film Corp. which involves $90,000,000, or more. The seriousness of 
this case is reflected in the fact that the Government proposal includes a para- 
graph with specific reference thereto, providing, under certain conditions, for 
a liquidation of its assets—although a lawsuit, by virtue of which the owner 
is interested in having the G. A. F. assets recognized as purely Swiss property, 
is still pending. Even an innocent bystander can see that more is at stake 
here than the mere question of German or neutral property; otherwise—in 
accordance with general juridical thinking—the outcome of the lawsuit should 
be awaited before proceeding to the highly questionable measure of liquidating 
a business entity as universally Known as the above. 

Despite this opposition, it is gratifying to state that the American public 
would welcome it if the problem of enemy property were soon disposed of by 
its return in toto. The fact that this view is also shared by authoritative circles 
in the U. S. Congress is proved not only by the existence of the above-mentioned 
Kilgore-Dirksen bill and joint resolution but also by statements, especially in 
recent times, on the part of well-known Members of the Senate and House of 
Representatives such as Chavez, Dirksen, Hays, Johnston, Kilgore, Pilcher, and 
St. George. In view thereof, there is still hope that the principle of respect 
for private property will ultimately prevail in this regard also. This would not 
only be in the interest of the friendly relations between Western Germany and 
the United States but would also serve to protect our world (international) 
trade which is based on the rights of private individuals (and/or companies). 
As to the fundamentals of the property problem, nobody has in recent times 
pointed up so clearly the arbitrariness of the proposal by the U. S. Government 
as has Senator Johnston, chairman of the Senate Subcommittee on the Judiciary, 
who recently stated, with respect to the Partial Solution (Release), as follows: 

“This position on the part of the Government does not, in my opinion, corre- 
spond to the (our) moral principles. I simply cannot understand why the Gov- 
ernment now expresses (the view) that it is wrong to withhold property up to 
$10,000, but that it is right to ultimately withhold and liquidate confiscated 
property in excess of $10,000. The Government should not apply a dollar yard- 
stick in order with its aid to effect a compromise which concerns fundamental 
American principles!” 


Senator Jounsron. Any further questions? 

Senator Lancer. Might I ask what other countries have done in 
regard to this settlement with Germany. 

Mr. Morreuy. Under the Paris reparations agreement of 1946, you 
will remember the language, they were precluded from the return of 
these assets, and I believe all of the other countries that participated 
in that agreement have withheld the assets and have not released any 
of them. That is my understanding. 

Senator Lancer. I noticed Peru returned all their assets the other 
day, last week I think it was. Are you familiar with that? 

Mr. Murrny. No, I am not, Senator. I haven’t followed that. 

Senator Lancer. Tell us what the action of this Government was 
after World War I. 

Mr. Murpny. In connection with the return of the assets? 

Senator Lancer. The return of the assets. 

Mr. Mourrny. I would prefer if Col. Dallas S. Townsend could 
answer that question as he is representing the Alien Property Cus- 
todian’s Office. I am not acquainted with it to that extent. 

Senator Lancer. Some other witness will testify to that? 

Mr. Mureny. Yes, sir. 

Senerator Lancer. Thank you, Mr. Chairman. 

Senator Jounsron. Mr. Wood, the counsel, will ask a few ques- 
tions. 
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Mr. Woop. Mr. Secretary, you delivered an address on the problems 
of American foreign policy at Bloomington, Ind., University of In- 
diana on June 25, and among other things had the following to say: 

This means that the German Federal Republic has regained a political identity 
of its own. Thus it is imperative that we judge it on its own record, not on the 
record of its predecessors. It is equally imperative that we accord the Federal 
Republic the status and credit that we accord any other sovereign nation. 

Is that a correct statement of your views ? 

Mr. Murpny. Yes, sir. 

Mr. Woon. I further quote you as follows: 

The second of effects which must be recognized in any discussion of Germany 
today is that Germany is our partner. Through Western European union Ger- 
many is in partnership with 6, and through NATO with 14 Western nations, and 
not just with the United States. This fact of partnership introduces a set of 
conditions entirely different from those of any previous period. 

Were you correctly quoted there? 

Mr. Mourpuy. That is correct; yes, sir. 

Mr. Woop. And further: 


And this relationship confers upon the United States and the Federal Republic 
certain rights and certain obligations. 

Is that a correct quotation ? 

Mr. Mvurruy. That is correct, sir. 

Mr. Woop. And the last quotation which I shall read is as follows: 

As for the future, prophecy is always a thankless undertaking. There are 
certainly solid reasons for the expectation that the Federal Republic of Germany 
will remain a devoted partner and ally. 

Is that a correct quotation ? 

Mr. Murpny. That is correct, Mr. Wood. 

Mr. Woop. Do you think then, Mr. Secretary, that the treatment 
accorded by your statement here representing the views of the De- 
partment of State in reference to S. 2227 is the kind of treatment that 
one partner should give another? 

Mr. Murreny. Well, we believe so in the light of the development of 
this whole procedure dating back to the early postwar period. 

I might say, apropos of Mr. Abs’ letter, I have great admiration for 
Mr. Abs, I have watched his career over a period of years. He is one 
of the most skillful negotiators I have ever met. He was sent here 
to prosecute a claim, and naturally to obtain 100 percent, if he could. 

As Mr. Dulles has pointed out, what we are talking about here is 
an act of grace and an attempt to avoid as much hardship as we can, 
as a matter of grace not as a matter of law. The action which we 
took and which Congress, in its War Claims Act of 1948, approved in a 
general sense related to a policy of that period. We had a perfect 
right legally to do so. 

We believe that the rectification, if you will, in a humanitarian 
sense in an effort to avoid hardship on small holders, is proper in the 
circumstances and will, we believe in the light, for example, of the 
letter which I have just read from the German Chancellor and from 
the impression which our officials have gathered in Germany since 
these negotiations, satisfy that situation. For rest, it becomes rather 
a matter of general fiscal policy, and this administration has been 
unwilling to go further than that in the appropriation of public funds. 
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Senator Jounsron. Do you mean to say that this is to be the ter- 
mination of it, or just the beginning? 

Mr. Murpny. No, Mr. Chairman. We regard it as the termination, 
and we have so informed the German and Japanese Governments, 
that in our opinion this would be the final solution. 

Senator Jonnston. The reason I ask that question, don’t you be- 
lieve that the German people, especially Mr. Abs, believe this is just 
the beginning ? 

Mr. Murpny. Well, Mr. Chairman, I come back to the point that 
Mr. Abs is a persistent and skillful negotiator, and under his mandate 
naturally has the responsibility of attaining 100 percent solution if 
he can. 

Senator Jounston. I agree with you that he is a very able and suc- 
cessful negotiator, and 1 compare him to Bernard Baruch in the 
United States. He holds about the same position in Germany that 
Mr. Baruch holds in the United States, and we look upon Bernard 
Baruch very highly, of course, in his attitude in regard to matters. 

But even at that, the question that I am asking is this: Is it not true 
that Mr. Abs believes or thinks that if we agree to this, maybe they 
can come back later for more ¢ 

Mr. Mureny. Oh, I am sure, Mr. Chairman, that he would make an 
effort. He would not be satisfied with perhaps less than 100 percent. 
But he has had a clear-cut indication from us on the executive side 
that we have no intention of going that far. 

Senator Jounsron. I just wanted to get the facts into the record. 

Mr. Woop. Do you know, Mr. Secretary, of any executive agreement 
or commitment of any character which has been entered into since 
July 2, 1954, by our Government with either of our allies or with the 
Republic of West Germany, that in any way alters the testimony 
of Secretary Dulles of last July 2, 1954? 

Mr. Mureny. No,sir. 

Mr. Smitruey. Mr. Chairman, with your permission I would like to 
ask the Secretary a few questions, particularly with reference to the 
latter part of the bill. 

I would like to draw your attention to S. 2227, particularly section 
7, which contains the amendment to the War Claims Act of 1948. If 
you will notice, sir, in subsection (c) the definition of a national ex- 
cludes persons who, while aliens at the time of injury, are now United 
States citizens. 

Now, many persons have written to the committee suggesting that 
the legislation be amended to include the claims of such persons. What 
is your attitude with respect to such an amendment, Mr. Secretary ? 

Mr. Murrriy. Well, we feel that the traditional position in inter- 
national law is quite clear, that the nationality of the owner, the claim- 
ant at the time of the incident, is the one that prevails and not the 
nationality that he might acquire subsequently, so that we feel we 
are on much safer ground to stand on the position that unless he were 
a citizen at the time of the expropriation or the loss, that he would 
not be entitled to the support of this Government in the prosecution 
of his claim. 

Mr. Smiruey. Were the claims of such persons considered before 
this legislation was introduced by your Department and rejected ? 

Mr. Murruy. Yes, sir. 





36 RETURN OF CONFISCATED PROPERTY 


Mr. Smirury. Now, drawing your attention to section 202 of the 
new title II of the War Claims Act 

Senator Jounsron. Just for the record, let me say at this point that 
Secretary Murphy has an expert at his right hand who is giving him 
advice. 

Mr. Murruy. His name is Mr. Jacques Reinstein. 

Senator Jonnston. That is just to keep the record straight. 

Proceed. 

Mr. Smrrney. Drawing your attention to section 202, where the 
fund is created from the payments which Germany is hereafter to 
make in settlement of the claim of the Uinted States for postwar eco- 
nomic assistance, would you tell the committee what payments are to 
be received by the United States in 1956 and the next succeeding 5 
years from the Bonn government as settlement for postwar economic 
assistance. 

Mr. Murrny. We have a schedule here, Mr. Smithey. It runs, I 
think, to $25 million through 1958, and thereafter Germany in 
1959 begins paying principal in addition to interest, the $25 million 
representing in: those early years the interest, and thereafter there 
is a graduated scale, which I don’t have before me, but we can supply 
that to the committee. 

Mr. Smrruty. The point I seek to bring out is that the fund itself 
will not have enough in it to pay the full amount of the claims author- 
ized, that is, $100 million, initially. 

Mr. Murrnuy. That is right, based on the obligation of Germany to 
commence paying interest first and then part of the principal later on. 

Senator Jounsron. At this point, I think we old insert the 
schedule you have. 

Mr. Murruy. Yes, Mr. Chairman. 

(The document referred to is as follows :) 





DEPARTMENT OF STATE, 
Washington, December 8, 1955. 
Hon. O.in D. JOHNSTON, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate. 


Dear SENATOR JOHNSTON: During Mr. Murphy’s testimony before your sub- 
committee on November 29, 1955, regarding S. 2227, he agreed to furnish the com- 
mittee with a schedule of payments to be made by the Federal Republic of Ger- 
many on its indebtedness to the United States on account of postwar economic 
assistance. 

Mr. Murphy also agreed to furnish the subcommittee with information regard- 
ing payments by the Italian Government on American war claims against Italy 
under the terms of the Italian Peace Treaty. 

The indebtedness of the Federal Republic of Germany to the United States on 
account of postwar economic assistance extended by the United States to Ger- 
many is evidenced by an agreement between the two governments entered into 
on February 27, 1953. This agreement contains the following provision with 
regard to payment: 

“The Federal Republic hereby promises to pay to the Export-Import Bank of 
Washington, an agency of the United States, its successors or assigns, in liquida- 
tion of the aforementioned indebtedness, the principal sum of 1 billion United 
States dollars ($1,000,000,000) and interest at the rate of 24% percent per annum 
on the unpaid principal balance thereof from time to time outstanding from 
January 1, 1953, such interest to be paid semiannually. The first payment of 
interest in the amount of $12,500,000 shall be made on July 1, 1953; thereafter 
until and including January 1, 1958, $12,500,000 shall be paid on January 1 and 
July 1 of each year as interest. Beginning July 1, 1958 and semiannually there- 
after, 59 installments of $23,790,000 and 1 final installment of the unpaid balance 
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shall be paid, such installments to be applied first to accrued interest and the 
remainder to principal.” 

All payments due by the Federal Republic under the terms of this agreement 
have been met and the following payments will become due over the next 5-year 
period : 


Jan. 1, 1956............... $12, 500, 000 | July 1, 1965 ; $23, 790, 000 
SUG Ey Tete ninen nce 12, 300, G60} Jan. 1, 1900_................- 23, 790, 000 
Jan. 5, Teeter ecaccdsbinn 12, 500, 000 | July 1, 1959_...........- 23, 790, OOO 
JORG: Di) WCB ctcticnnite 12, 500, 000 | Jan. 1, 1960...--.--.-~-. 23, 790, 000 
Jams: 2, | Bc nineennens 12, 500, 000 | July 1, 1960....--....... 23, T90, 000 


With regard to the status of American war claims against Italy which are to 
be settled under the Italian Peace Treaty, the Department understands that 2,940 
claims have been filed with a total face value of approximately 39.5 billion lira. 
1193 of these claims with a face value of approximately 31.1 billion lira have been 
processed by the Italian Government and settlement offers have been submitted 
to and accepted by the claimants. These claims were allowed in the amount of 
approximately 17 billion lira on which the Italian Government agreed to pay 
two-thirds or approximately 11.3 billion lira in accordance with the provisions 
of the treaty of peace. 

Under the Lovett-Lombardo agreement between this Government and the 
Italian Government which entered into force at the time of the Italian Peace 
Treaty, the Italian Government agreed to pay to this Government the sum of 
$5 million to compensate American war claims against Italy that were not covered 
by the peace treaty. The Foreign Claims Settlement Commission is now in the 
process of accepting claims provided for under this agreement, the deadline for 
hling such claims being September 30, 1956. It is not possible, therefore, at this 
time to determine the amount of claims that may be filed. It is generally under- 
stood, however, that the $5 million fund will in all probability be sufficient to 
provide payment of these claims in full. 

I understand that during the testimony of Mr. Dallas S. Townsend, Assistant 
Attorney General, a question arose as to the extent to which any assets that 
might be returned to their former German owners may be subject to taxation 
in the Federal Republic of Germany. We have requested our Embassy at Bonn 
to submit a report on this subject and when received the information will be 
transmitted to the subcommittee. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary. 


Mr. Smrruey. Also drawing your attention to a section in the bill, 
section 41, which relates to the return of alien property, if the amounts 
in the hands of the custodian are insufficient to pay the awards up to 
310,000, it is then provided, as I recall, that payments may be made 
from the payments the United States is entitled to receive under the 
agreement between the United States and the Bonn government in 
return for surplus property furnished to the Bonn government. 

Mr. Mureuy. Yes, sir. 

Mr. Smirury. Now, will you tell the committee how much money 
the United States is entitled to receive as payments for that surplus 

property. 

Mr. Murruy. I believe in the case of Germany the figure is approxi- 
mately $200 million, which is in the form of deutschemarks, German 
currence 

Mr. Surruey. Now, Mr. Murphy, drawing your attention to sec- 
tion 203 (e) of the bill, that relates to the war damage claims. Under 
section 203 (e) payment is to be made for the removal of capital 
equipment taken as reparations. Does this include the removal of 
such property by Russians, by the Russian Government ¢ 

Mr. Murreny. Yes, sir. 

Mr. Smiruey. If so, was this removal authorized by the terms of 
the Potsdam agreement ? 
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Mr. Mourpny. Yes, sir. 

Mr. Smiruey. Well, then claims could not properly be urged against 
the Russian Government, although the taking was of American 
property. 

Mr. Murrny. I should doubt it. 

Mr. Smiriey. I have no further questions, Mr. Chairman. 

Mr. InNcoupspy. Mr. Secretary, I just have a few questions. 

Is it your understanding, Mr. Secretary, that the heart of this whole 
problem which is being considered by the chairman and this subeom- 
mittee goes to the fact that this program contained in S. 2227 involves 
confiscation of private property? Isn’t that the heart of the problem ! 

Mr. Moureny. Well, I thought the heart of the problem as we view 
it was the relief of hardship. Naturally it is based on a confiscation 
of private property, and it does involve, what shall we say, our his- 
torical approach to the subject of private property. 

Mr. InGoupspy. It does involve that. I am sure that you are aware 
of Secretary Dulles’ statement on July 2 of last year before this sub- 
committee in which he says: 

I can say frankly that I would like to see a return to our historical position, 
the position of the sanctity of private property. 

You are well aware of that, are you not ? 

Mr. Murruy. Yes, sir. I repeated that is my statement this 
morning. 

Mr. Incoipssy. And has the historic policy of the United States 
been without exception against confiscation of private property ? 

Mr. Murruy. I believe that is our consistent position; yes, sir. 

Mr. Incotpssy. Do you know of any instances in the history of the 
United States where the Government has confiscated private property 
growing out of any war? 

Mr. Murpny. I don’t recall any, sir. 

Mr. Incotpssy. Mr. Secretary, you have before you there a copy 
of Secretary Dulles’ letter to the Vice President, transmitting S. 2227. 

Mr. Murrnuy. Yes, sir. 

Mr. Incoupssy. I direct your attention to the last paragraph on 
page 2. 

Mr. Murruy. I am not sure, maybe our pagination is a little 
different. 

Mr. Incoupspy. It could be different. I am speaking of the para- 
graph which begins: 

In January 1946 the United States and 17 Allied Nations. 

Mr. Murrny. Yes, sir. 

Mr. Incotpssy. That paragraph goes on to state in effect that 18 
Allied Nations agreed to hold or dispose of these external assets in 
such a way as to preclude their return to German ownership or control. 
Now, that was basically the Paris reparations agreement, was it not? 

Mr. Murreny. Yes, sir. 

Mr. Incotpspy. Was it anticipated at that time that the Paris 
reparations agreement would be followed up with the Bonn Con- 
vention ? 

Mr. Murrny. Well, at that time we were thinking in terms of a 
united Germany, because, as you remember, sir, under the Potsdam 
agreement the policy which the four nations decided wpon was that 
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of a united Germany, so that when the Paris agreement was concluded 
in 1946, January 3 I believe, we were still in “the hope that we were 
talking about a single united Germany and not a German Federal 
Republican situated at Bonn. 

Mr. INcotpspy. Let me read the last sentence from the same para 
graph just referred to: 

This country therefore favored measures which would limit Germany's World 
War II reparations to its external assets and other assets in kind, thus reliey 
ing Germany of reparation payments from current preduction and avoiding 
the indirect financing of reparation by the United States 

That was intended, was it not / 

Mr. Murpny. Yes, sir. 

Mr. Incotpsspy. And as a part of that intention was it not also 
intended to keep this payment from being made from entirely private 
sources, that is, the seized assets which were private property; that 
those German owners were therefore to be paid for under the terms 
of the Bonn Convention in German currency; isn't that correct / 

Mr. Murpuy. That is right, sir. 

Mr. Incoupspy. Has that been done in any instance that you 
know of ? 

Mr. Murpuy. I am advised not. I think it is in pending legislation 
by the Bundestag in Bonn; that is the legislature. 

Mr. Incoxtpspy. Is it reasonable to believe that parties whose prop 
erty was seized under the Trading With the Enemy Act will be com- 
pensated by the German Federal Republic ‘ 

Mr. Murpny. I can’t answer that question, sir. It is a possibility, 
and undoubtedly the compensation will not be in full. If it is made, 
it will be in part because the assets are not available. 

Mr. Incoupssy. I think we will all agree they should not be paid 
twice for the seized property. 

Mr. Secretary, would you state for the record what has happened 
w ith respect to the disposition of property sized from Italian nationals 
under the Trading With the Enemy Act é 

Mr. Murpny. | believe that full compensation has been made, sit 
Could I just read a paragraph or two? 

The arrangements with Italy are quite different from those with the Federal 
Republic of Germany. Under the Italian Peace Treaty, the Italian Government 
agreed to pay two-thirds of the war damage sustained by American nationals to 
their property in Italy. Under the Lovett-Lombardo agreement which entered 
into force at the time of the Italian Peace Treaty, the vested Italian assets were 
returned in consideration of the treaty obligation of the Italian Government to 
pay for property damage and the payment of an additional sum of $5 million 
to compensate other American war claims against Italy, as well as other con- 
siderations peculiar to the Italian situation. 

In the case of Germany, no provision has been made for the compensation of 
war claims of the United States nationals against Germany. Under the terms 
of the London debt agreement, the German Federal Republic cannot undertake 
to pay such claims until the final settlement of the problem of reparations. 

That is the distinction, sir. 

Mr. Incotpssy. I believe that answers the question. 

Do you have there the figures as to what the total payment was 
that was made by the It: ui ans under that treaty / 

Mr. Mureny. No, sir: we don’t have them immedi: ately available, 
but we can certainly get ints and provide them to the committee, sir. 
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Mr. Incotpspy. Mr. Secretary, are you familiar with the seizure of 
American oil-company properties in Rumania and Austria? 

Mr. Murrny. Not in any detailed sense, sir; no—and I don’t be- 
lieve I have the data here; but if you would give me an indication of 
what you want, we can get it for you. 

Mr. Incoupssy. I believe I only had one question on the subject. 
The question would be, Is not the seizure involved there substantially 
the same thing as the seizures and confiscations involved here, except 
that in those cases American properties are being seized by virtue of 
enemy status in those countries ¢ 

Mr. Morrny. An outright act of expropriation. 

Mr. Incotpspy. Was that done under cover of enemy property ¢ 

Mr. Mvureny. Just arbitrary national legislation, as I recall. 

Mr. Incotpssy. I have no further questions. 

Senator Jounston. One of the great problems at the present time 
is the fact that Germany is divided; isn’t that giving us a great deal 
of headaches in this situation and in many others? 

Mr. Murpiry. Yes, Mr. Chairman; it is one of the big immoralities 
of our present world situation, a people divided against its will and 
occupied by a foreign military power which refuses to take the neces- 
sary steps to do a simple act of a to the population. 

Senator JouNnsron. Any further questions? 

Senator Lancer. I might ask this question. Isn’t that all the more 
reason we should do what we can to help West Germany ¢ 

Mr. Murpuy. Yes, Senator, I think it is. We feel that we have 
really achieved substantially that objective. As I said, and as Mr. 
Dulles has repeated, going beyond that point, beyond the point of our 
proposals involves a larger question of fiscal policy, really, which is 
« matter which perhaps I am not competent to discuss, if you know 
what I mean. 

Senator Lancer. I think you are competent to discuss any question 
that I know of, Mr. Murphy. 

Mr. Moureuy. Thank you, sir. 

Senator Lancer. What puzzles me very frankly is just this: That 
never in the history of this Republic after any war have we confiscated 
property. Now, why all of a sudden make a change? 

Mr. Mourrny. Well, the policy was decided in the light of the cir- 
cumstances of the war, perhaps some of the emotions growing out of 
the war, and it was a considered policy at that time, as I gather, 
approved both by the executive and the legislative branches of our 
Government. 

Now 10 years later we want to do the best we can to obviate the hard- 
ships flowing from that. That policy was decided in full harmony 
with our allies of the war. We entered into the wording of that 
1946 agreement 

Senator Lancer. What have our allies got to do with it? Are our 
allies running the United States of America or are we running it? 

Mr. Murreny. No. It is simply that we happen to be party to an 
agreement with them on the subject which contains that language 
which we quoted. That isthe only thing. They are not running this 
Government, obviously, but this Government did enter into an agree- 
ment with them on the subject, and that is one of the difficulties. | 
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Senator Lancer. How many friends out of those 30,000 people who 
have these claims that we are going to make will we have, if we 
pursue the policy you advocate! 

Mr. Morpuy. Well, 1 think a great many, Senator. 

Senator Lancer. Are we depriving 30,000 people of their property ¢ 

Mr. Mcreuy. Well, I believe that in the light of the circumstances, 
many of them perhaps had abandoned any notion of getting any of 
it back, and the fact that 90 percent of them will be receiving a 
substantial amount, in many cases involving the total of their claim, 
certainly will make a number of friends and create a much better 
feeling. For that we have the testimony of the German Chancellor to 
support that point of view. 

Senator Lancer. That letter you read ¢ 

Mr. Murpny. Well, the letter that was read and, of course, other 
things perhaps that have been said ina personal way. 

You appreciate the situation that a German official is in great dif- 
ficulties if he should state publicly that he would be satisfied with any- 
thing less than, we will say, 100 cents on the dollar. We feel that it 
substantially will promote our objectives in the area, yes, sir. 

Senator Lancer. That is all, Mr. Chairman. 

Senator Jounston. The main objective of the State Department at 
all times is to try to build up good relations with all nations and 
especially at this time with West Germany. Isn’t that true? 

Mr. Murpny. Yes, sir; and to promote the best interests of this 
country, incident to that. 

Senator Jounston. At the same time ? 

Mr. Murpuy. Yes, sir. 

Senator Jounston. And we all of us recognize that West Germany 
is, in a way, the key to the situation we have confronting us in the 
world crisis we are facing at the present time, from the State Depart- 
ment’s standpoint ? 

Mr. Murrny. Yes, sir. We regard West Germany today as one 
of our closest associates and friends. 

Senator Jounston. Any further questions ? 

Senator Lancer. If you will pardon me, just as observation, Mr. 
Chairman. 

From the time of the foundation of this Republic we never confis- 
cated property. I am puzzled to know how you feel that depriving 
these people over in West Germany of their property now is going 
to help friendship between the people of the United States and the 
people of Germany. 

_Mr. Morey. Well, of course, we are putting it on another footing. 
Up to now we have understood that—I mean, up to the beginning 
of these negotiations, we understood that they would not get any of 
it back. , 

Senator Lancer. What about your treaty of friendship? 

Mr. Murrny. But now a good many of them will be getting sub- 
stantial amounts back and a good many of them will be paid in 
full, so to that extent we certainly are creating a better atmosphere. 

Senator Lancer. What about the treaty of friendship ? 

Mr. Murpny. Well, we feel that this is in harmony with the treaty 
of friendship and that our proposals are not damaging against the 
interest of that pact. In fact, they are fully in agreement with it. 
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Senator Jounston. I would like to ask a question. Why is it that 
the figure is $10,000 instead of, say, $5,000 or $10,500 or $12,500 or 
$15,500? That is a question that comes into my mind. 

Mr. Murruy. Well, I think that after considerable discussion where 
various sums were suggested, I think that it started with $1,000 and 
went up until—what did the Supreme Court call it—the “Rule of 
reason,’ perhaps in the light of all of the factors considered, the 
$10,000 was felt to be a reasonable amount and one which would, in 
the final analysis, cover a great many of the small holders. 

Now, I suppose one could argue that it might have been $9,000 
or it might have been $12,000, and I do not dispute that, but it is in 
that neighborhood. 

Senator Jounstron. Any other questions ? 

( No response. ) 

Senator Jounsron. Do you have any further statement ¢ 

Mr. Murrpuy. No, Mr. Chairman. 

Senator Jounston. You are excused, then. Thank you. 

Mr. Mureny. Thank you. 

Senator Jomnsron. At this time we have several letters from the 
State Department we would like to insert in the record. 

Mr. Woop. They consist of a report from the Assistant Secretary 
of State, dated April 5, 1955, on S. 854; a letter of the same date on 
S. 995; and a letter from Mr. Bernard M. Baruch under date of 
November 21, 1955, addressed to the chairman. 

Senator Jounston. They will be included in the record. 

(The letters referred to are as follows :) 


DEPARTMENT OF STATE, 
Washington, April 5, 1955. 
Hon. H. M. Kineore, 
Chairman, Committee on the Judiciary, United States Senate. 


DrarR SENATOR KiLcore. I refer to your letter of February 8, 1955, requesting the 
Department’s Comments on §S. 854, a bill to amend section 32 of the Trading With 
the Enemy Act of 1917, as amended, so as to permit the return under such 
section of property which an alien acquired by gift, devise, bequest, or inheritance 
from an American citizen. 

The Department of State, together with other interested agencies of the execu- 
tive branch, has been engaged for some time in a thorough examination of the 
broad question of the disposition of vested German and Japanese assets. On the 
occasion of the visit of Chancellor Adenauer to the United States in October of 
last year, the Chancellor and President Eisenhower agreed that representa- 
tives of the United States Government and of the Government of the Federal 
Republic of Germany should meet to discuss the question of a possible return of 
vested German assets, as requested by Chancellor Adenauer, and the question of 
providing compensation to American citizens who have suffered loss or damage to 
property as a result of the war with Germany. Conversations between representa- 
tives of the two Governments on these two problems were, therefore, held in 
Washington from February 10 to March 3, 1955. The object of these conversa- 
tions was to achieve an exchange of views on these questions and to explore the 
range of problems which they present. They were not conducted for the purpose 
of concluding an intergovernmental agreement on these questions. 

In the course of these discussions, the German representatives were informed 
that the executive branch intends to submit proposals to the Congress for its 
consideration providing for return of vested German assets to natural persons 
as a matter of grace and up to a limit of $10,000. It is believed that such return 
would be of substantial benefit to the group of persons who would be affected by 
S. 854. 

It is further contemplated that in conjunction with the proposal for a partial 
return of assets, proposals will also be submitted for the settlement of war 
claims held by United States nationals against Germany up to about $10,000. 
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Discussions were also begun on March 15, 1055, with representatives of the 
Japanese Government with respect to vested Japanese assets in the United 
States. It is expected that the legislative proposals outlined above will be sub- 
mitted to the Congress upon the conclusion of the discussions with the Japanese 
representatives. 
In view of the foregoing, it is suggested that the committee may wish to defer 
consideration of S. 854 until the proposals mentioned above are submitted. 
The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 
Sincerely yours, 
TuHRusTON B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


DePARTMENT OF STATE, 
Washington, April 5, 1955 
Hon. H. M. Kineore, 
Chairman, Committee on the Judiciary, 
United States Senate. 

Dear SENATOR KILcore: I refer to your letter of March 8, 1955, requesting the 
Department’s comments on 8S. 995, a bill to amend the Trading With the Enemy 
Act of 1917, as amended, so as to provide for the return, as a matter of grace, of 
assets or the liquidated proceeds thereof, vested since December 7, 1941, from 
nationals of enemy countries. 

The Department of State, together with other interested agencies of the 
executive branch, has been engaged for some time in a thorough examination of 
the broad question of the disposition of vested German and Japanese assets. 
On the occasion of the visit of Chancellor Adenauer to the United States in 
October of last year the Chancellor and President Eisenhower agreed that 
representatives of the United States Government and of the Government of the 
Federal Republic of Germany should meet to discuss the question of a possible 
return of vested German assets, as requested by Chancellor Adenauer, and the 
question of providing compensation to American citizens who have suffered loss 
or damage to property as a result of the war with Germany. Conversations 
between representatives of the two Governments on these two problems were, 
therefore, held in Washington from February 10 to March 3, 1955. The object 
of these conversations was to achieve an exchange of views on these questions 
and to explore the range of problems which they present. They were not con- 
ducted for the purpose of concluding an intergovernmental agreement on these 
questions. 

Ip the course of these discussions, the German representatives were informed 
that the executive branch intends to submit proposals to the Congress for its 
consideration providing for return of vested German assets to natural presons 
as a matter of grace and up to a limit of $10,000. 

It is further contemplated that in conjunction with the proposal for a partial 
return of assets, proposals will also be submitted for the settlement of war claims 
held by United States nationals against Germany up to about $10,000. 

Discussions were also begun on March 15, 1955, with representatives of the 
Japanese Government with respect to vested Japanese assets in the United States. 
It is expected that the legislative proposals outlined above will be submitted to 
the Congress upon the conclusion of the discussions with the Japanese 
representatives. 

In view of the foregoing, it is suggested that the committee may wish to defer 
cousideration of S. 995 until the proposals mentioned above are submitted. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
THRUSTON B. Moron, 
Assistant Secretary 
(For the Secretary of State). 





New York, N. Y., November 21, 1955. 
Hon. Orn D. JOHNSTON, 
United States Senate, 
Washington, D. C. 
Dear SENATOR JOHNSTON: I am about to leave for my winter stay in our be- 
loved South Carolina and it will therefore not be possible for me to testify 


44 RETURN OF CONFISCATED PROPERTY 


before your committee. I can, however, state my views in brief on the question 
which you are considering. It is one with which I am somewhat familiar as it 
fell within my purview at the Peace Conference after World War I. The issue 
today is the same. 

I took the position in 1919, and I take it today, that private property should 
be inviolate. The property of enemy nationals may be seized and sequestered 
as a War measure, but it cannot be confiscated. With the restoration of peace- 
ful relations it should be restored or proper compensation for it should be paid. 
But such action should be part of a quid pro quo which requires former enemy 
countries to make proper restitution to American nationals whose property was 
seized. 

After the first war, an effort was made to apply the surplus property of Ger- 
man nationals seized by the United States to the payment of German reparations. 
I successfully opposed this proposal. In the end, it was agreed that our Govern- 
ment would hold German private property until Germany made restitution to 
American citizens for property seized, damaged, or destroyed. But there were 
many injustices. I have brought to your attention the case of Herman Sielcken. 
His German property was seized because he was American. His American prop- 
erty was seized because he had been a German citizen. 

I believe that the position taken after World War I should be taken again. 
We cannot rebuild international commerce, restore good will with our former 
enemies and live up to our own beliefs in the sancity of private property if we 
resort to confiscatory measures, 

Of the four bills pending before your subcommittee, I have seen only House 
Joint Resolution 272 offered by Mr. Hays of Arkansas. With the principles 
of that bill I am in full agreement. I would suggest only that the obligation of 
Germany and Japan to take similar action with respect to American nationals 
be clearly sitpulated. 

I am sure that you and your associates will give wise consideration to this 
problem. To vou and to them I send my warm regards. 

Sincerely yours, 
SERNARD M. BARUCH. 

Senator Jounston. The next witness is Col. Dallas S. Townsend, 
Assistant Attorney General, Department of Justice. 


STATEMENT OF DALLAS S. TOWNSEND, ASSISTANT ATTORNEY 
GENERAL, DIRECTOR, OFFICE OF ALIEN PROPERTY, DEPART- 
MENT OF JUSTICE, ACCOMPANIED BY PAUL V. MYRON, DEPUTY 
DIRECTOR, OFFICE OF ALIEN PROPERTY; AND SIDNEY GROSS, 


CHIEF, LEGAL AND LEGISLATIVE SECTION, OFFICE OF ALIEN 
PROPERTY 


Colonel, I notice that you have here several statements. 

Mr. TownsEnp. I have got four statements. I have one on each 
bill, which I would like to read. 

Senator Jonmnsron. The reason I bring that up is that I feel that it 
will take some time to read them, and I wonder if there isn’t some way 
that you could file these for the record. 

Mr. Townsenp. Well, I do not think it will take too long to read 
them all, not much longer than to read the translation of the letter-——- 

Senator Jounston. Well, you may proceed. 

Mr. Townsenv. Mr. Chairman. I am here in response to the request 
of the committee for the views of the Department of Justice concern- 
ing the bill S. 995, taking that one first, to amend the Trading With 
the Enemy Act. 

This bill, with certain exceptions, would effect the return of the 
property, or its proceeds, vested under the Trading With the Enemy 
Act after December 7, 1941. The exceptions include the property of 
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former enemy governments other than Italy; the property of persons 
convicted of war crimes; and the property of persons and firms belund 
the Iron Curtain. Two hundred and twenty-five million dollars of 
the vested property has been transferred to the war claims fund to 
pay the claims of American prisoners of war and other persons under 
the War Claims Act of 1948, as amended (50 U.S. C. App. 2001). 
Accordingly, the bill would authorize the appropriation from the 
Treasury of such sums as may be required to satisfy claims for return 
under its provisions. 

The Department of Justice, as you know, is one of the sponsors af 
the administration bill, S. 2227, to which Mr. Murphy just addressed 
himself, which would authorize a program of partial return of vested 
assets. The Department believes that S. 2227 sets forth the proper 
limits of return and accordingly is opposed to the enactment of 
S. 995. 

Earlier this year an ad hoc subcommittee of the House Committee 
on Foreign Affairs considered identical House Joint Resolutions 264, 
265, 268, and 272, the purpose of which is to provide compensation to 
the former owners of vested property. Since this purpose is similar to 
that of S. 995, I should like to submit for the record a copy of the 
report of the Department of Justice opponins the resolutions. 

In testifying last year on 8. 3423, 83d Congress, the predecessor 
of S. 995, I presented a brief outline of the history of the Trading 
With the E nemy Act during and after both world wars. 1 believe that 
it will be helpful to present that outline : again. 

By the War Claims Act of 1948, Congress in general prohibited the 
return of German and Japanese property vested after Pearl Harbor 
and dedicated it to the payment of war claims of Americans arising 
out of World War II. This action contrasted with the ultimate dispo- 
sition of vested German assets after World War I. In the year im- 
mediately following that war, the United States held those assets under 
the Knox-Porter Resolution of July 2, 1921 (42 Stat. 105), in which 
Congress directed that the vested German property was to be re- 
tained as sec urity for Germany's obligation to pay the war damage 
claims of the United States and its nationals. This resolution became 
a part of the Treaty of Berlin of August 25, 1921 (42 Stat. 1939) 
ending the war between the United States and Germany. 

In August 1922, the United States and Germany entered into an 
agreement (42 Stat. 2200) which created the Mixed Claims Commis- 
sion, United States and Germany, to adjudic ate the claims of the 
United States and its nationals against Germany. This agreement 
provided no funds for the satisfaction of awards made by the Com- 
mission. 

On March 4, 1923, Congress passed the Winslow Act (42 Stat. 1511), 
which authorized the return of vested property up to $10,000 in value 
to all former owners of such property. It was assumed at the time that 
the property remaining would be sufficient to pay the Mixed Claims 
Commission awards to Americans. 

The Settlement of War Claims Act of 1928 (45 Stat. 254) provided 
for the return of 80 percent of the vested property still held by the 
Alien Property Custodian after application of the Winslow Act. 
The return of the remaining 20 percent was postponed. The Settle- 
ment of War Claims Act further provided for the payment of Mixed 


ici — 





46 RETURN OF CONFISCATED PROPERTY 


Claims Commission awards mainly from this 20 percent of German 
property temporarily withheld and from the payments by Germany 
to the U nited St: ites under the Dawes plan, which had scaled down 
Germany’s reparation obligations after World War I. As it turned 
out, the financing scheme devised by the Settlement of War Claims 
Act was far from adequate to satisfy the Mixed Claims Commission 
awards, 

As a result, the United States and Germany entered into an agree- 
ment known as the Debt Refunding Agreement of 1930 (46 Stat. 500). 
By its terms the United States, in lieu of reparations payments, ac- 
cepted Germany’s unsecured obligation to make 103 semiannual pay- 
ments of 40,800 reichsmarks each. It was understood that in this 
way sufficient funds would be available over the years to satisfy the 
Mixed Claims Commission awards. 

However, Germany made only three semiannual payments and de- 
faulted in 1931. In 1934 C ongress by the Harrison resolution stopped 
further returns to Germans under the Settlement of War Claims Act. 
The 20-percent of withheld property has never been returned. 

Thus the result of the World War I alien property program was 
the return of the great bulk of vested German property and the failure 
of Germany to satisfy the war claims of the United States and its 
citizens. I might state, however, that the United States and the 
Federal Republic of Germany entered into an agreement effective 
in 1953 whereby the latter bound itself to pay a total of $97,500,000 
in installments to satisfy unpaid Mixed Claims Commission awards 
held by United States nationals arising out of World War I. The 
installments are to run over a period of 26 years. No provision was 
made for payment of the awards held by the United States Govern- 
ment. 

This history of Germany’s default on its war elaims obligations 
after obtaining release from the United States of the agreed security 
was, of course, in the minds of many Americans after the World War II 
vesting program was instituted in the spring ef 1942. Consequently, 
recommendations were made in Congress and elsewhere from time to 
time that vested enemy assets be retained by the United States to miti- 
wate the cost of the war or that they be used to compensate Ameri- 
cans for war damage claims. In November 1943, Congressman Gear- 
hart, of California, introduced a bill, H. R. 3672, 78th Congress, 
which would have expressly barred the return of vested property 
to former enemy owners and would have made it the exclusive prop- 
erty of the United States to be used for indemnifying Americans for 
war damage to their persons or property. The bill also would have 
declared it to be the policy of the United States to require enemy na- 
tions to compensate their nationals for property seized by this coun- 
try. In June 1944 a bill, S. 2038, 78th Congress, was introduced on 
behalf of Senator Carter Glass, of Virginia, which provided that 
vested enemy assets would become the absolute property of the United 
States and that the United States would assume liability for the pay- 
ment of war claims of American nationals. 

On November 13, 1944, a Subcommittee on War Mobilization of the 
Senate Committee on Military Affairs recommended that— 


seized enemy property, excluding patents, be disposed of and the proceeds of 
sale revert to the general treasury to meet part of our war costs. 





Wii hia Ria SRA iy 


Poe 








RETURN OF CONFISCATED PROPERTY 17 


The citation is: Subcommittee on War Mobilization, Report No. 4 
part I, 78th Congress, 2d session, page 13. 

On June 4, 1945, Representative Gearhart again introduced his bill 
(H. R. 3371, 79th Cong.). His remarks on the floor of the House m 
support of the bill were approved by Representatives Beckworth of 
Texas, Cunningham of Iowa, and Rich of Pennsylvania (91 Congres 
sional Record 5623). 

Mr. Bernard Baruch, who has been mentioned in the proceedings 
here this morning, on June 2, 1945, testified as follows before the Sen 
ate Military Affairs Committee (hearings pursuant to S. Res. 107, 
78th Cong., and S. Res. 146, 79th Cong., pt. 1, at p. 7) 

Knemy assets in each country should be used to make restitution to nationals 
of that country for properties lost or damaged in enemy countries. In the 
United States the value of German properties taken over by Congress would 
be pooled and from this fund Americans with property in Germany or her 
satellites would receive restitution. Anything left after these claims are met 
would be turned into a common pool to pay for necessary German imports, with 
the balance going as reparations * * *. 

Secretary of State James F. Byrnes on November 20, 1945, wrote 
to Congressman Beckworth of Texas that the Department of State 
supported the policy embodied in House Joint Resolution 178 intro 
duced by Congressman Beckworth- 
that assets of Germany and Japan in this country should be used by the United 
States for its purposes in connection with claims arising from the war (C. R.A 
5031). 

The house of delegates of the American Bar Association on Decem 
ber 20, 1945, adopted the recommendation of the association’s com 
mittee on adjudication of war claims that Congress create a Commis 
sion to study the w = -damage claims of United States nationals (New 
York Times, Dec. 21, 1945, p. 13). The chairman of the committee 
was Amos J. I se tae the United States Ambassador to Australia. The 
committee’s report included a recommendation that— 
enemy property within the jurisdiction of the United States should be held and, 
if necessary, applied to secure the payment of all just claims of this war and 
any unpaid claims of the last war (hearings on Enemy Property Commission 
before the House Interstate and Foreign Commerce Committee, Mar. 20-21 and 
April 21, 1947, pp. 463, 476-480). 

At the end of 1945 the United States and 17 Allied nations, other 
than Russia and Poland, entered into the Paris Reparation Agreement 
whereby the signatories determined the ratios in which they would 
share the limited German assets in kind available to them as repara- 
tion, including German external assets located within their respective 
countries. The signatories agreed to hold or dispose of these German 
external assets under their control in such a w ay as to preclude the 
return thereof to German ownership or control. The decision to exact 
limited reparation of assets in ee was, of course, the result of the 

failure of the post-World War I attempt by the Allies to obtain sub- 
stantial reparation from Germany derived from its production. 

During 1946 and 1947 several bills were introduced in Congress 
looking to the use of vested assets for the compensation of war damage 
claimants. After hearings on various of these bills disclosed strong 
support by veterans’ organizations and organizations of American 
civilians harmed during the war, Congress ‘enacted the War Claims 
Act of 1948, which implemented the policy of retaining vested Ger- 
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man and Japanese assets for war claims purposes, and, more par- 
ticularly, devoted these assets to the relief of American military and 
civilian personnel who had suffered in enemy prisoner of war con- 
centration camps. ‘The policy of Allied retention of vested assets 
was subsequently recognized in the Japanese Peace Treaty and was 
carried one step further in the Bonn Convention of 1952 between the 
Federal Republic of Germany and the United States, Britain, and 
France. In that Convention Germany agreed to compensate its own 
nationals for their loss of property through the vesting action of the 
Allied Powers. The latter in turn committed themselves to forego 
any claim for reparation against Germany’s current production. 
These provisions of the Bonn Convention were reaffirmed in the Paris 
protocol of 1954, which brought about the sovereignty of the Federal 
Republic of Germany. The Paris protocol was approved in the Senate 
on April 1, 1955, and became effective on May 5, 1955. 

I believe that the action taken by Congress in the War Claims Act 
of 1948 was entirely reasonable. By that time Western Allies had 
agreed to let Germany and Japan rebuild their economies unburdened 
by reparation charges. There was no prospect that Germany and 
Japan would provide adequate compensation to the Americans who 
had war damage claims. The only source of funds for the compensa- 
tion of these claimants other than taxpayers’ money in the Treasury 
was the proceeds of vested enemy assets. In this connection let me 
quote from a resolution adopted by the American Legion at its annual 
convention in September 1954: 

That the American Legion adhere to its support of the War Claims Act, and 
to the policy that seized enemy property held by the United States should be 
retained as reparations and should continue to be devoted to the purposes pro- 
vided by the War Claims Act and should not be returned to the enemy govern- 
ments and persons from whom it was seized. 

The proponents of full return of vested property have frequently 
called the 1948 legislation an act of confiscation. In my opinion this 
is inaccurate. Reparation, not confiscation, is the issue. The Fed- 
eral Republic of Germany recognized its obligation to pay the com- 
paratively negligible amount of reparation sought by the United 
States. The individual German claimant should, therefore, be made 
whole by his own Government. It must be remembered that if S. 995 
is enacted into law, the American taxpayer will have to replace all 
but a small portion of the $225 million which has been tranatarred to 
the war claims fund for the purposes of the War Claims Act of 1948. 
The real question, therefore, is whether the burden of compensating 
the German national whose property was vested shall be borne by the 
German taxpayer or by the American taxpayer. 

As a result of a study of S. 995 by a special committee of the sec- 
tion of international and comparative law of the American Bar Asso- 
ciation in May of this year, the committee recommended against the 
enactment of this bill. That recommendation is now the subject of a 
poll of the members of the section. Regardless of the outcome of the 
poll, I think it is instructive to consider that after its study, the special 
committee concluded that— 


* * * there exists no rule of international law requiring the return of enemy 
property, or prohibiting international agreements to hold such property in lieu 
of reparations. 


* 
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The committee also concluded that: 


* * * The question of confiscation is not involved in the agreement of the 
Allied Governments and Western Germany whereby the former waive their 
claims to reparations in return for the commitment of Germany to compensate 
its own citizens for any property which the Allied Nations retain and apply to 
war claims. 

It should be emphasized that the German Government’s use of its 
citizens’ prewar dollar assets to pay reparation, as provided for by 
the Bonn Convention, is precisely the same use which Britain, France, 
Norway, the Webeentn and other Allied Nations made of their 
citizens’ prewar dollar assets in financing their war efforts and post- 
war recovery programs. 

These Allied Governments liquidated hundreds of millions of dol- 
lars of their people’s American investments during and after World 
War II against payments in their own currencies. The compensa- 
tion in Germany currency which the German Government has agreed 
to pay its nationals is exactly on a par with the compensation received 
by Allied nationals from their governments. I might add that no re- 
sponsible person ever characterized the Allied Governments’ actions 
as “confiscation.” Furthermore, it seems to me that the enactment of 
S. 995 would afford preferential treatment to German nationals as 
against the great numbers of the nationals of our allies who gave up 
their dollar assets to their governments. 

S. 995, as did its predecessor in the 83d Congress, disregards the 
great increase in value of much of the vested property after the date of 
vesting. The outstanding example is the case of Schering Corp., 
which had a net worth of only $1,300,000 when the Alien Property 
Custodian vested all the outstanding shares of its stock in 1942 as the 
property of the German corporation, Schering A. G., a leading chemi- 

cal and drug firm. 

The vested stock was sold by the Attorney General at public sale 
for over $29 million. The great increase in the value of this enterprise 
was the result of the development of research fac ilities and of other 
growth during and after the war. To pay the $29 million to Schering 
A. G., as proposed by this bill, would bestow a tremendous gift on th: at 
(serman corporation at the expense of the United States Treasury. 

Furthermore, the gift would be derived in large part from the war- 
time expansion of the vested enterprise and would constitute a return 
of the fruits of war to an enemy concern which played a notorious 
part in the Nazi economic penetration of Latin and South America 
prior to and in the early part of World War IT. 

Another example of a great increase in value is to be found i 
General Aniline & Film Corp., more than 97 percent of whose o 
standing shares were vested by the Alien Property Custodian. Its 
net. worth since vesting has increased from $35 million or less to 
around $105 million. The increase is attributable in large part to the 
war and to the firm’s emergence as an independent enterprise no longer 
under the domination of its prewar parent, I. G. Farben. 

A third example is the case of the Henkel soap manufacturing firm 
of Dusseldorf, Genasiay, A portfolio of “blue chip” American se- 
curities of this firm had a value of $4 million at the date of vesting. 
Today these securities, with the income therefrom, are worth three 
times that amount. 
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In all, income and appreciation of value have added well over $175 
million to the total worth of the property taken over during the vest- 
ing program. It is obvious that a large part of that sum is attribut- 
able to the effect of the war and to the postwar rise in values. 

It seems to me to be objectionable to hand over to enemy nationals 
a bonus arising from a war brought on by their governments. 

The proviso of the bill beginning at page 4, line 7, requiring the 
sale of returned property in the event the President makes a national- 
interest finding is obviously intended to apply to General Aniline & 
Film Corp. Prior to vesting this important enterprise was cloaked, 
the Government alleges, on behalf of I. G. Farben by a Swiss holding 
company now known as Interhandel. The Swiss company has filed 
a suit under section 9 (a) of the Trading With the Enemy Act for the 
return of the vested General Aniline & Film stock. The District 
Court for the District of Columbia recently issued an order dismissing 
the suit which order was upheld by the court of appeals. 

Plaintifls have tiled a petition for a writ of certiorari in the Supreme 
Court. If the Government ultimately prevails in the suit, or if the 
Congress should enact S. 2227 or S. 1405, the Government will be 
able to sell the vested General Aniline & Film stock under condi- 
tions which will insure that the control of the enterprise will not 
again fall into the hands of I. G. Farben or of any other foreign in- 
terests. The instant bill would take the power of sale of General 
Aniline & Film away from the United States for 1 year and permit 
Interhandel to sell the company within that period. 

Although the bill requires that sale be made to “citizens of the 
United States” it contains no safeguards to prevent the sale to 
“cloaks” for foreign interests. 

Furthermore, it contains no provisions to insure that General Ani- 
line & Film, even if sold to bona fide American interests, would not 
eventually return to the hands of the German interests which con- 
trolled it before the war. 

The bill provides for the return of patents notwithstanding the fact 
that the United States adopted the policy in 1942 of making enemy 
patents freely available for their life to American industry. This 

rogram was widely publicized, and a great number of patents have 

a licensed on a revocable, nonexclusive, royalty-free basis. To re- 
turn these patents would seem to be a breach of faith with the Ameri- 
can licensees and would undoubtedly jeopardize investments made 
in developing and exploiting the patents. 

The return of vested enemy interests in patent licensing contracts 
would bestow two types of benefits on former owners which cannot 
be justified in any way. 

First, the Office of Alien Property has collected money from Ameri- 

can licensees under agreements which were violative of the United 
States antitrust laws, even though the German party could not have 
enforced the collection. These collections were effected because the 
Government did not suffer the disability of the enemy party. It would 
be clearly inequitable now to enrich that party with the proceeds of 
such agreements. 

Second, certain of the licensing agreements covered patents and 
processes used in war production with the result that substantial sums 
were received by the Office of Alien Property in connection with such 
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production. In returning vested patent contract interests to non- 
enemies, the Office of Alien Property deducts the royalties received 
from war production and turns in over to the Treasury. It would 
be anomalous indeed to treat enemies better than allies and neutrals. 

I wish to point out that S. 995 in effect would establish a preference 
in favor of German nationals as against American persons and firms 
who suffered property losses in Germany or property losses elsewhere 
as a result of German action. Their status contrasts markedly with 
the status this bill would grant the German owners of vested property. 
The latter would generally be made whole again, and many of them, 
as I have pointed out, would be placed in a better position than they 
were pr ior to vesting. 

It is my underst: anding that S. 995 is based in large part on the rec 
ommendation for return set forth in the final report ‘of the predecessor 
of this subcommittee on its examination and review of the adminis 
tration of the Trading With the Enemy Act. One of the main rea- 
sons advanced to support this recommendation was that return would 
enhance our relations with Germany and Japan. 

In this connection, however, it should be noted that a very substan 
tial portion of the property vested as German-owned was in the hands 
of “record owners” ie were of American, Swiss, Dutch, and other 
nonenemy nationalities. 

Under this bill, such property would be placed in the hands of these 
non-German record owners, who obviously may be in a position to keep 
it. It is certainly questionable, therefore, whether the disposition of a 
large part of the vested German assets in this manner would benefit 
our relations with Germany. 

There are numerous technical difficulties in the bill which I will not 
now take the time of this subcommittee to discuss. They are considered 
in the report of the Department of Justice already sent to the chairman 
of the committee. 

Let me thank you, Mr. Chairman, for this opportunity of making 
this statement. 

Senator Jounston. The report from Deputy Attorney General Wil- 
liam P. Rogers, dated November 25, 1955, concerning this particular 
bill, S. 995, will be inserted into the record at this time. 

Mr. Townsenp. Very good, sir. 

(The document refer red to is as follows:) 

DEPARTMENT OF JUSTICE, 
OFFICE OF THE DepuTY ATTORNEY GENERAL, 
Washington, D. C., November 25, 1955. 
Hon. HARLEY M. KILcore, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SENATOR KILGorE: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 995) to amend the Trading With the 
Enemy Act. 

The bill in general would authorize the return of all property, or its proceeds, 
vested under the Trading With the Enemy Act after December 7, 1941, except (1) 
the property of enemy governments other than Italy, (2) the property of persons 
and firms behind the Iron Curtain, (3) the property of natural persons convicted 
of war crimes, (4) property which if returned would be seized or treated by a 
foreign government as enemy property, and (5) property subject to transfer to the 
Philippine Government under the Philippine Property Act of 1946. Return would 
be made to the owner at the time of vesting, or to the legal representative or suc- 
cessor of such owner. The “record holding or title ownership as the case may be 
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of [the vested] property at the time of vesting” would be conclusive in determin- 
ing the “owner.” In the event that a postvesting compromise of a claim to any 
property had taken place prior to the enactment of the bill, return thereunder 
would be conditioned upon the claimant's tender, without interest, of any amount 
he had received in compromise. 

In view of the fact that $225 million of vested assets has been used to pay the 
claims of American prisoners of war and other persons under the War Claims Act 
of 1948, as amended, the bill would authorize the appropriation from the Treasury 
of such sums as may be required to satisfy claims for return under its provisions. 
All funds remaining after administration of the Trading With the Enemy Act, as 
amended, would be paid into the Treasury. 

Persons who have already filed claims for return with the Attorney General 
under existing legislation would not be required to file again. Other claimants 
would have a year within which to file. 

The bill would establish a three-member Vested Property Commission with a 
life of not more than 3 years. In most cases where conflicting claims were filed 
with the Attorney General the latter would be required to refer them to the Com- 
mission for decision and disposition. However, in every case where a claim was 
filed with the Attorney General by April 30, 1949, and no conflicting claim was filed 
prior to December 31, 1953, the Attorney General would be required to order the 
return of the property to the early claimant regardless of the existence of a con- 
flicting claim filed after December 31, 1953. An early claimant aggrieved by a 
failure of the Attorney General to order return forthwith could appeal to the 
Commission, 

Claimants would be permitted to appeal decisions of the Attorney General 
to the Vested Property Commission. Claimants whose claims were not decided 
by the Attorney General within 1 year from enactment of the bill, if already on 
file, or within 1 year of filing after enactment, could also appeal to the Com- 
mission. 

All decisions of the Attorney General not appealed within 60 days from pub- 
lication and all decisions of the Commission concerning returns would be final. 
However, claimants’ right to file or continue to prosecute an action or a claim 
for return under section 9 (a) or section 32 of the Trading With the Enemy Act, 
as amended, would not be disturbed. 

The Commission would be required to estimate the total cost of the adminis- 
tration of vested assets from December 7, 1941, to the date of termination of 
activities of the Office of Alien Property under the bill. On the basis of this 
figure the Commission would fix a percentage of the value of the property subject 
to return which would be retained by the Attorney General from the property 
of each returnee as reimbursement for the cost of administration. No return 
would be made under the bill unless the returnee filed a written consent to such 
retention. 

The Vested Property Commission would be charged with making a study of 
intercustodial conflicts between the United States and other nations in light of 
existing international agreements. The Commission would be required to report 
to Congress on this matter so that Congress could enact legislation adjusting any 
inequities suffered by other nations as the result of the return of vested enemy 
property by the United States. 

The bill contains three provisions dealing with cases where the property to 
be returned consists of shares of stock : 

(a) One of the provisions would authorize the President to find it in the 
national interest to require any returnee to dispose of returned property. to 
“citizens of the United States within 12 months from the date of return.” In 
that event the property would be forthwith returned to the owner “encumbered 
with the aforesaid conditions.” Upon application by the Attorney General, 
the United States District Court for the District of Columbia would enter a 
decree of divestiture to such effect. If the return property were shares of stock 
representing the voting control of a corporation, the court in addition would 
require the returnee to name three voting trustees of United States citizenship 
approved by the court to hold the stock. The trustees would be required to elect 
a board of directors entirely of United States citizens to the end that operational, 
research and other secrets of the corporation would be safeguarded against dis- 
closure to foreign interests. The decree of divestiture would be required to 
provide that upon failure of the returnee to divest himself of the stock within 
12 months, the Attorney General could thereafter sell it at public auction and 
remit the proceeds to the returnee, 
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(b) The second provision would authorize the Attorney General to sell vested 
stock in a domestic corporation, rather than return it, if he found that one-third 
of the total outstanding shares of common stock of such corporation is regis 
tered in the names of American citizens and that return would “materially 
prejudice the interests of such citizen stockholders.” In such event the corpo- 
ration would be entitled to receive from the proceeds of sale “reimbursement for 
any payments made or payable to any government because of an alleged enemy 
interest in such vested stock.” The balance of the proceeds would be remitted 
to the returnee. 

(c) The third provision deals with cases where a valid option on vested stock 
in a domestic corporation exists “in favor of resident stockholders giving rise 
to the right to purchase the seized stock in the event the owner desires to sell 
such stock.” In such event, the return of the stock would be “deemed and 
treated in law and equity as a prospective sale at the value thereof to be deter 
mined by the Attorney General, thereby entitling such option holders to exer- 
cise their rights in accordance with the terms, provisions, and conditions of 
such option.” 

This bill raises the following serious questions of policy: 

1. The enactment of this bill would reverse United States policy in regard 
to German and Japanese property vested under the Trading With the Enemy 
Act during World War II. That policy, as agreed to in the Paris Reparation 
Agreement with our Western Allies and in the Japanese Peace Treaty, con 
templates that the United States retain this property as reparations against 
Germany and Japan. Congress ratified the policy in passing the War Claims 
Act of 1948 which provided that the property should not be returned but that 
the proceeds of its liquidation should be devoted to the payment of war damage 
claims of Americans. $225 million of such proceeds has already been trans 
ferred to the Treasury for the payment of claims under the War Claims Act of 
1948. 

2. It is significant that a large proportion of the more valuable properties- 
e. g., General Aniline & Film Corp. with a book value of $105 million, and Ameri- 
can Potash & Chemical Co., and Schering Corp., which were sold for approxi- 
mately $15,500,000 and $29 million respectively—was vested from “record” 
owners who were “cloaks” for Germans. In most cases these “cloaks” were 
not of German nationality. Since many of the agreements with respect to 
“cloaking” arrangements were informal and were not recorded, the original 
German owners may not be in a position to obtain the property from the record 
owners who would benefit by the bill. 

8’. Aside from any question of the true ownership of assets by “record” owners, 
the bill would result in windfalls in many cases arising out of substantial in- 
creases in the value of the vested assets while in the hands of .the Government. 
An example is Schering Corp. When the Alien Property Custodian vested all 
its outstanding stock in 1942, Schering was a mere branch of its German parent 
with a net worth of only $1,300,000. During and after the war Schering devel- 
oped research facilities and otherwise expanded its operations so that the Gov- 
ernment realized more than $29 million when it sold its interest to American 
investors in 1952. General Aniline & Film Corp., 97 percent of whose out- 
standing stock was vested, affords another example of a great increase in value 
after vesting. Its net worth at the date of vesting was approximately $35 
million, and its present net worth is $105 million. Neither the former enemy 
owners of Schering and of General Aniline nor the “cloaks” from whom they 
were seized had anything to do with the phenomenal increase in their values, 
which was in substantial part due to the war itself. It would be anomalous 
indeed to give to an enemy or its “cloak” the fruits of a war brought on by the 
enemy firm’s government. 

4. The above-described provision for a voting trust, set forth in the proviso 
on page 4 of the bill, was obviously drafted to apply to the vested stock in 
General Aniline & Film Corp. Before World War II this corporation was 
“cloaked” on behalf of I. G. Farben, the leading German chemical cartel, by a 
Swiss corporation known as I. G. Chemie. The effect of the proviso would be 
to take the power of sale of General Aniline away from the United States for 1 
year and give I. G. Chemie that period within which to make the sale. Although 
the bill provides that the sale would have to be made to “citizens of the United 
States” it includes no safeguards to prevent the sale to American “cloaks” for 
foreign interests. Furthermore, it contains no provisions to insure that this 
importance enterprise, even if sold to bona fide American interests, would not 
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eventually get back into the hands of the German interests whieh controlled 
it before the war to the detriment of the United States. 

5. $225 million of the proceeds of vested assets have been transferred by 
the Attorney General to the Treasury under the War Claims Act of 1948, as 
amended, for use in paying war claims of Americans against Germany and 
Japan. A total return of vested property would, of course, require an appro- 
priation by Congress of $225 million to restore the sum so expended. However, 
the bill provides that property seized from enemy governments or their sub- 
divisions and from persons now behind the Iron Curtain should not be returned. 
Since it is estimated that the amount of this excepted property represents a 
relatively small percentage of the total, the bill probably would require appro- 
priations of not less than $190 million. 

In the Bonn convention of 1952, signed by the United States, France and 
Britain on the one hand and by the Federal Republic of Germany on the other, the 
latter agreed to the retention of German assets seized by the other signatories 
and to their use as reparations. Furthermore, West Germany undertook to 
compensate its nationals for the loss of these assets, which, in the case of the 
United States, have been dedicated by Congress to the payment of American 
war claims. This bill would remove the burden of compensating the former 
German owners from the shoulders of the German taxpayer and place it on the 
shoulders of the American taxpayer. 

It should be pointed out that during and after World War II our Western 
Allies compelled their nationals who had assets in this country to turn those 
ussets over to their governments against payment in their own currencies. 
Thus many British, French, Dutch, and other Allied nationals suffered the loss 
of their dollar assets to their governments in furtherance of the war effort or 
postwar recovery programs and received pounds, francs, guilders, etc., in ex- 
change. This is precisely the situation resulting from the Bonn convention. 
The compensation in deutschemarks to be received by German nationals from 
the Federal Republic of Germany for the use of their dollar assets in a limited 
reparation program is exactly on a par with the compensation received by Allied 
nationals from their governments. Sinee the enactment of S. 995 would restore 
dollar assets to former enemy citizens, it would therefore result in better treat- 
ment for them than Allied citizens received in the same circumstances. 

In 1948 West Germany enacted an Equalization of War Burdens Act pursuant 
to Which payments to the Government were required of persons and firms in 
amounts determined by the values of their total assets as of 1948. External 
assets of these persons and firms were not included in the valuation. Any ex- 
ternal assets which they recover are subject to an obligation to pay 50 percent 
of the 1948 vahie thereof to the German Government. Thus, it may be antici- 
pated that substantial portion of the total value of the property which would 
be returned under this bill would eventually make its way into the German 
treasury rather than remain in the hands of the former owners. This result 
contrasts with the prohibition in the bill against the return of vested property 
of the German and other enemy governments. 

6. The bill provides for the return of patents and proceeds thereof. In 1942 
the President in furtherance of the war effort directed the Alien Property Cus- 
todian to make vested patents readily and freely available forever to American 
industry. Early in the vesting program this policy was widely publicized and 
all vested patents with respect to which no American rights would be prejudiced 
were offered for licensing on a revocable nonexclusive royalty-free basis. This 
bill completely disregards the entire history and policy of the patent program, 
the reliance placed upon this program by American industry and the investments 
it made in exploiting and developing many vested patents. To return these 
patents would jeopardize American interests. 

The Custodian and the Office of Alien Property have collected over the pro- 
tests of American licensees considerable sums which accrued to enemy interests 
under agreements deemed violative of the antitrust laws. This was done on 
the theory that, although the enemy party or his assignee for value would not 
have been allowed to recover against the American party, the doctrine of in pari 
delicto did not apply to the Government and it did not suffer the disability of 
the enemy party. (See Standard Oil Co. v. Markham, 64 F. Supp. 656, affirmed 
sub. nom. Standard Oil Co. v. Clark, 163 F. (2d) 917 (C. A. N. Y. 1947), certiorari 
denied, 333 U. 8. 873). This bill would bestow the fruits of such illegal agree- 
ments on the enemy parties despite their inability to obtain them under usual 
principles of law. 
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Furthermore, former enemies would receive a preference under 8. 05 by 
irtue of the return of war production royalties derived from vested patent 
contract interests. In returning royalties derived from such interests to non 
enemies and to Italian returnees, the Office of Alien Property, pursuant to bi 
teral agreements between the United States and various other countries, de 
ducts royalties chargeable to war production and pays them into the United 
States Treasury. The returnee is compensated for those royalties by his own 
governinent. In light of this arrangement with regard to nonenemies, there is 
early no justification for burdening the American Government rather than the 
governments of former enemy countries with the cost of returning to the latter's 
itizens the royalties derived from American war production 


7. This bill completely disregards the position of Americans who owned prop 
erty in Germany and other European countries at the beginning of World Was 
il Many Americans suffered war losses with regard to such property for 

hich they have not been compensated enactment of this bill without regard 
to their losses would bestow an unjustivable preference on Germany and it 


iitionals as against these Americans 
S. Under the present act, returns are made to eligible persons only if it is 
n the national interest.” Pursuant to this provision and under a directive 
om the President, the Office of Alien Property has consulted interested agencie 
of the Government, including the Antitrust Division of this Department, to b 


advised of the public interest in such matters as "* commercial and anti 
rust wlicies, as thev relate to the return of vested property * (directive of 
President to Alien Property Custodian dated May 16, 1246) 
Under this program many objectionable cartel arrangements which wer 
contrary to the antitrust laws have been eliminated It is believed to ln 
licy to condition the return of vested property upon compliance by claimant 
vith our antitrust laws when such property has been used in violation of those 
iws. Accordingly, it is felt that the national-interest provision as far as anti 


ist factors are concerned should be included in the bill 

\ great deal of enemy property (as distinguished from nonenemy property 
now subject to return) which was vested had been used in violation of the 
\merican antitrust laws. For example, the Office of Alien Property in 1949 
submitted to the Antitrust Division a list of some 75 contracts in which it had 
vested the foreign interest, which were or had been involved in 31 antitrust 
suits. Other agreements have been submitted from time to time which have 
been concluded to be violative of the antitrust laws. Usually no antitrust 
suit was brought or antitrust relief obtained in such situations in view of 
the control over the property by the Government. Particularly as to such 
enemy property, it is thought that if it is to be returned, it should only be 
returned subject to antitrust considerations and review by the Antitrust Divi 
sion to determine what conditions may be necessary to dissipate the effects of 
past antitrust violation. At the least, it would appear that enemy patents used 

| antitrust violation should be subject to compulsory licensing in private hands 

% The provisions of the bill creating a Vested Property Commission are ob 
ectionable from an administrative point of view. They would place the ad 
ininistration of the return program in 2 agencies instead of 1 and would there 
fore lead to duplication of effort and unnecessary delays in the execution of 
the program. The bill apparently proceeds on the premise that any claims not 
disposed of by the Attorney General within the required periods could be dis 
posed of immediately by the Commission, Since the standards of the bill would 
have to be met whether a claim was handled by the Attorney General or the 
(ommission, there is no basis for the premise. Actually the Commission would 
not be in as good a position to dispose of claims because of its limited personne 
ind its lack of experience in the claims field. 

\side from any considerations of efficiency, the bill’s creation of the Com 
mission is objectionable because the Attorney General would be placed in a 
position inferior to that of the Commission and subject to its review. As long 
as the Attorney General is charged with the responsibility for the administration 
of the Trading With the Enemy Act, as amended, he should be in a position to 
carry out that responsibility without subordination to a temporary commission 

S. 995 raises the following technical problems: 

1. The proposed section 40 (f) of the Trading With the Enemy Act, beginning 
on page 10, line 4, of the bill, would result in the repeal of section 34 of the 
ict with respect to debt claims against returnees other than debt claims under 
review by the courts. The repeal of section 34 wonld make impossible an 
orderly and equitable payment of debt claims. Attaching creditors would have 
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to engage in the race for priority which section 34 eliminates. Furthermore, 
ereditors whose claims against enemies accrued after vesting of the property 
being returned would stand in as good a position as those whose claims arose 
before vesting, contrary to the well-considered policy which Congress adopted 
in enacting section 34. 

It should be noted also that there are approximately 22,000 pending debt 
claims and that the result of terminating the administrative handling of debt 
claims under section 34 might well be the imposition of a tremendous burden 
ona few courts. The attachment proceedings authorized by section 34 (f) would 
presumably lie for the most part in the District of Columbia and New York 
City, where the great bulk of the vested assets, or their proceeds, are held. 
If any substantial number of the persons who have already filed debt claims 
would seek attachments of property or proceeds to be returned, the already 
excessive workload of the courts in these two jurisdictions would be greatly 
increased. 

2. The proviso beginning at page 5, line 9, would authorize the Attorney 
General to sell vested corporate stock rather than return it, if one-third of the 
total common stock of the corporation is registered in the names of Americans 
and if return “would materially prejudice the interests” of such Americans. 
The proviso sets forth no standards by which “material prejudice’ may be 
determined or ascertained and consequently would create serious administrative 
problems. It would seem preferable to omit the requirement of a finding of 
“mnaterial prejudice.” 

3. The proviso beginning at page 6, line 16, which relates to cases of vested 
stock subject to a prevesting option, would apply “where the seized properties 
consist solely of shares of stock in a corporation whose properties are located 
in the United States.” In a case where the former enemy owner of the vested 
stock also owned other property which was vested, the word “solely” might 
be construed to make the proviso inapplicable. It would appear desirable to 
delete the word. 

4. Page 2, iines 7-18 of the bill contains the provision that the “record holding 
or title ownership” of property at the time of vesting shall determine the person 
to whom return will be made. This provision would cause inequities and diffi- 
culties in addition to those mentioned above in connection with “cloaking” 
eases. There are many instances of copyright cases where the prevesting record 
owners are German concerns wherers the authors and composers of the copy- 
righted material, who also have interests therein, are persons in the United 
States or other allied countries. Returns under the bill would not safeguard 
the interests of the latter. 

In estate and trust cases vesting action was usually taken with respect to the 
“right, title. and interest” of the enemy beneficiary. It is not clear from the bill 
whether return would be made to the beneficiary or to the administrator, 
executor, or trustee. Furthermore, vesting action has led to the termination 
of trusts by merger of the various enemy interests therein. The bill does not 
determine whether these trusts should be reconstituted and if so, at whose 
instance. 

5. The return of vested copyright interests under the provisions of this bill 
would be tremendous task. These interests, which number more than 300,000. 
include not only copyrights themselves but also unexpired interests in prewar 
copyright contracts. In view of the number and complexity of claims which 
might be filed, the problem of copyright returns by means of a claims pro- 
gram might well become unmanageable. A preferable program in connection 
with copyright returns by means of statutory divestiture is provided for in the 
proposed section 42 of the Trading With the Enemy Act contained in the admin- 
istration bill, S. 2227, beginning at page 15. 

6. The proposed section 40 (f) at page 10, line 4, would require the Attorney 
General or the Vested Property Commission, as the case might be, to publish 
in the Federal Register a “notice of intention” to return property only in cases 
involving return to nonresidents or foreign corporations. The proposed section 
3 at page 14, line 9, provides for all returns to be made “not sooner than 60 
days subsequent to the publication of notice in the Federal Register as required 
by section 40 (f).” Sinee only a part of the cases will require publication of 
notices of intention, the language of section 43 should be changed to specify time 
limits, if any, for cases not requiring such publication. 

7. The proposed section 42 at page 14, line 1, would not require the filing of a 
new claim by a person who has previously filed for the return of property 
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under presently existing law In order to facilitate the administration of 
the program contemplated by the bill, it would be preferable to provide for filing 
by every claimant seeking return under its provisions. This procedure would 
obviate the necessity of reopening thousands of closed claims and examining 
idditional thousands of claims now pending to obtain the new data required 
by the bill. In addition, it would relieve the Attorney General of the task 

corresponding With persons who have filed claims under existing law in orde: 
to ascertain if they wish to proceed under the program provided for by this bill. 

8. The second proviso of the proposed section 43 at page 14, line 16, dispenses 
with the necessity for the determination of ownership in cases of claims filed 
on or before April 30, 1949, where no conflicting claims were filed prier to 
December 31,1953. This benefit to the early Claimants seems unjustified. There 
is ho apparent reason whatsoever to penalize a conflicting claimant for failure 
to file prior to December 31, 1953, if he is ineligible under existing law and 
would be made eligible only by this bill itself. Similarly, a person eligible for 
return on December 31, 1953, who filed a claim thereafter by virtue of the 
extension of time granted by Public Law 292, 83d Congress, approved February 
9, 1954 (6S Stat. 7), should not be penalized merely because a conflicting claimant 
had filed on or before April 30, 1949. 

%. The proposed section 46 (b) at page 16, line 15, provides for an estimate 
by the Vested Property Commission of the “sum which has been and will be 
expended in the administration of vested assets from December 7, 1941, to the 
termination of the activities of the Office of Alien Property, as envisioned by the 
provisions of [the proposed] section 40.’ This sum is to be used in determining 
the percentage to be retained from returnable assets, as provided for in the 
proposed section 40 (¢). 

rhe sum to be determined by the Commission under the above quoted pre 
vision would cover the future expenses of the Office of Alien Property envisioned 
under this bill but would not cover its expenses under sections 9 (a), 32 and 34 
of the Trading With the Enemy Act if the administration of these sections 
extends beyond the period of administration of this bill. Furthermore, it is not 
certain that the Vested Property Commission will be able to complete its work 
within the 3-year period set forth in the bill. If it is not able to do so, any sum 
determined in light of the 3-year limitation on the life of the Commission would 
be unrealistic. For these reasons, the Commission should be given a more 
flexible standard in determining the sum in question so as to make sure that the 
‘Treasury does not in the future have to bear any of the cost of administration 
of vested property properly chargeable to returnees. 

In view of the foregoing considerations, the Department of Justice is opposed 
to the enactment of S. 995. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report. 

Sincerely, 
WILLIAM P. Rogers, 
Deputy Attorney General 


Mr. TowNseEnpb. I submit for the record a letter from William P 
Rogers, Deputy Attorney General, under date of July 11, 1955. 

( The letter referred to is as follows :) 

Jt LY 11, 1955 
lion. Brooks Hays, 
House of Representatives, 
Washington, D. C. 

Dear CONGRESSMAN Hays: Reference is made to your letter of July 7, 1955 
to the Attorney General inviting a representative of the Department of Justice 
to testify before the Ad Hoc Subcommittee on House Joint Resolutions 272, 264, 
265 and 268. Assistant Attorney General Dallas S. Townsend, Director of the 
Office of Alien Property, has been designated to represent the Department. 

The Department of Justice is opposed to the joint resolutions. Our position 
is the same as that taken by the Secretary of State in his report on the resolu 
tions submitted to your subcommittee at the hearings of July 1, 1955. 

The Department of Justice supports H. R. 6730, which is sponsored by the ad- 
ministration and provides, as a matter of grace, for returns of vested property 
up to a maximum of $10,000 each to natural persons only. This bill would 
effect full return to approximately 90 percent of the former owners of vested 
property and would afford returns of $10,000 to natural persons whose vested 
property exceeds that amount. 
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In general the effect of the four joint resolutions is similar to that of the Dirk- 
sen bill (S. 3423, 83d Cong.) which provided for full return of vested assets or 
heir proceeds. This Department opposed that bill for the reasons set forth in 
its report of June 30, 1954, to the Senate Judiciary Committee, a copy of which 
is attached. The position of the Department was further elaborated by Assist- 
ant Attorney General Townsend at hearings on the bill held on July 1, 1954. 
A copy of his statement is also attached. You will note that the objections 
to the Dirksen bill contained in the report and statement apply both to the 
resolutions and to amendments to the resolutions suggested at the hearings of 
your subcommittee for the purpose of effecting returns of unliquidated vested 
assets in kind, 

Furthermore, objection to this type of legislation was expressed by President 
Eisenhower in an exchange of letters with Chancellor Adenauer in July and 
August of last vear. In his letter to the Chancellor of August 7, 1954, the 
President said that none of the bills then pending in Congress with regard 
to the return of vested assets (which included S. 3423) had the approval of 
his adininistration. 

Your letter inquires concerning the appropriations which would be necesitated 
by the joint resolutions. The estimated value of vested German and Japanese 
assets is $485 million. Approximately $120 million of this amount is involved 
in suits for return under existing law. Additional amounts are the subject of 
administrative claims for return. However, the Department is of the opinion 
that the greater part of these suits and claims will be unsuceessful and will 
result in the Government's retention of the claimed assets. It is estimated, 
therefore, that the appropriations required by the resolutions would be in excess 
of $400 million 

Some of the testimony before your subcommittee indicated that a relatively 
sinall amount of appropriations would’ be required by the resolutions. It is my 
understanding that this testimony was based on the assumption that the resolu- 
tions would be amended to provide for returns of vested property in kind. The 
primary fact to be borne in mind in arriving at the appropriations necessary 
for such a program of full return is that $225 million of vested German and 

ypanese property has been turned over to the Treasury for nse in paying com- 
pensation awarded by the Foreign Claims Settlement Commission (successor 
to the War Claims Commission) under the War Claims Act of 1948, as amended 
(50 U.S. C. App. 2001 et seq.) ; see also Public Law 211, 88d Congress, approved 
August 7, 1953 (67 Stat. 461). This sum of $225 million is the minimum which 
would have to be financed by appropriations in order to carry out a program of 
return of unliquidated assets and cash payments in cases of liquidation. In 
addition, $50 million has been expended by the Government in administering 
vested property since 1942. If not covered by a withholding from the vested 
property, this $50 million would have to be financed by appropriations in addition 
to the $225 million. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely, 
Wintiam P. Rogers, Deputy Attorney General. 

Senator Jomnston. Now, does anyone have any questions on this 
particular bill? I think that we are going to get confused if we do not 
take these bills individually. So if vou “have any questions you can 
ask them at this time concerning this bill. 

Mr. Tow NSEND. I thought it might facilitate the consideration of 
the bills if I would read all the statements first. 

Senator Jounsron. I think we will get confused, I believe I will 
personally, if vou get in the statements on all of the bills and then 
we go back to each one. 

I see that apparently from the act passed in 1923 that that 1s where 
you picked up the $10,000. Is that not right ? 

Mr. ‘Townsenp. I do not think that is necessarily the basis of it, 
Mr. Chairman. I think, as Mr. Murphy indicated, that the $10,000 
was arrived at after consideration of the effect of various other figures, 
some more and some less. 
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Senator Jounsron. Well, was that not true also when they passed 
the other $10,000 provision ¢ 

Mr. Townsenp. It may have been, then. I was not here then 

Senator Jounsron. Now, then, | noticed that in your statement you 
read : 

There exists no rule of international law requiring the return of enemy 
property, or prohibiting international agreements to hold such property in lieu 
of reparations. 

What do vou think would be wrong with nations entering Into al 
igreement “as to what would be done with enemy property in the 
future ¢ 

Mr. Townsenp. Well, there would not be anything wrong with the 

ations reaching an agreement on this subject. I think there that 
was quoting from a report of the American Bar Association com 
mittee, 

Senator Jounsron. And that would raise the question, it would 
seem to me: Do you not think while we are fixing to pay off mone, 
in the United States that it would be a good time to agree with other 
nations by treaty as to what should be done about paving off othe: 
nations 4 

Mr. Townsenp. Mr. Chairman, that brings me to the frontier of 
foreign nations and I hesitate to speak upon foreign relations 
Mr. Murphy is here from the State Department. 

Senator Jounston. Well, would you not like to settle this question 
once and for all ¢ 

Mr. ‘Townsend. Well, any once-and-for-all settlement would be 
preferable to an interim settlement. 1 would certainly agree to that. 

Senator Jounsron. Well, as far as there not being any law, is 
there not a precedent in regard to that, we having returned property 
in the past. [las that not become a precedent set up by this Govern 
nent of ours ¢ 

Mr. Townsenp. I read the history of the treatment of enemy asset 
after the First World War and I think it was not all returned, and 
| think that is clear from what I have read, that part of it was with 
held and not returned after the default of the agreement made in 
1930 or thereabouts. 

Senator Jounsron. We retained about 20 percent custodian’s fees, 
is that not what happened ¢ 

Mr. Townsenp. Well, after the default, we found out that we had 
returned 80 percent of the property and had not gotten what we 
thought we would get for it, and I think that that is what was in the 
minds of the Congress when they embarked on the present policy. 

Senator Jounston. And at that time Germany failed to carry out 
her agreement / 

Mr. Townsenp. That is right. 

Senator JoHNsTON. Senator Langer, any questions ? 

Senator Lancer. No. I want to commend Colonel Townsend on 
his very able statement and the clear and concise way in which he has 
expressed the position of the Attorney General. He did a very fine 
job. 

Mr. Townsenv. Thank you very much, Senator. 

Senator JoHnstron. It is a very fine statement. 

Mr. Townsenp. The credit for that belongs to my experts here. 
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I would like to have the record show, by the way, that I have here 
Mr. Paul V. Myron, my Deputy Director, and Mr. Sidney Gross, 
the Chief of our Legal and Legislative Section; and I would like to 
mention Mr. Sol Lindenbaum from my office. I make that explana- 
tion because I notice that the chairman has put it on the record when 
Mr. Murphy was making his statement. 

Senator Jounston. Well, we usually do that at the beginning, but 
we failed to do it this time. 

Mr. Townsenp. Yes, sir. 

Now, Mr. Chairman, my other statements are much briefer, if I 
may proceed with them now. 

Senator Jounsron. You may. 

Mr. ‘Townsenb. Very good, sir. 

Now, about 8. 2227, which is the partial return bill, as you know, 
Mr. Chairman, from the statement made by Mr. Murphy. This bill 
was introduced by the chairman of the Committee on the Judici: wy 
following transmittal of the bill by the Secretary of State to the Vice 
President by letter dated June 6, 1955, and that letter is in the record. 

The Secretary’s letter contains a recital of the antecedent events 
which led to the recommendation of enactment of this bill. I assume 
that the Secretary’s letter will be incorporated in the transcript of 
the committee’s proceedings, and I am sure it will have your care- 
ful consideration. 

The Department of Justice joins the State Department in urging 
enactment of S. 2227. 

The Department of Justice is primarily concerned with sections 1 
through 4 of the bill relating to assets vested under the Trading With 
the Enemy Act, as amended. The first three of these sections would 
effect a limited return of assets vested after Pearl Harbor. In gen- 
eral, returns up to a maximum value of $10,000 would be made to 
prevesting owners who are natural persons or to the successors in 
interest of such owners. Individuals behind the Iron Curtain and 
persons convicted of war crimes would be ineligible for return gen- 
erally. If vested assets have been sold, the net proceeds of sale would 
be returnable. Returns would be subject to deductions for pending 
debt claims, taxes, conservatory, and administrative expenses. 

The value of the former owner’s property is $10,000 or less in 
approximately 90 percent of the cases. Thus this bill would effect 
full returns, less the deductions previously mentioned, to approxi- 
mately 90 percent of the former individual owners. It is estimated 
that the cost of this program will be within the $60 million of vested 
assets which is the balance available for the program after deducting 
payments of $225 million to the war claims fund and setting aside 
reserves for pending claims and suits and other obligations. Accord- 
ingly, no appropriations will be required to finance returns under 
Ss 207 


- 2446. 

The bill reflects the carefully considered position of the Depart- 
ment of Justice, the Department of State, and other interested agen- 
cies of the Government in the light of an exchange of correspondence 
between the President and Chancellor Adenauer. Its enactment is 
recommended as an act of grace in order to mitigate the hardships 
imposed on former individual enemy nationals of small means re- 
ferred to by the President in his letter of August 7, 1954, to Chan- 
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; e Adenauer. The President expressed sympathy with the ind 
; a sl in Germany for whom vesting action has resulted in hardship 
‘ \t the same time the President stated that none of the return bills 
en pe nding in Congress had the approval of his administration. | 
ight state parenthetically that S. 3423, 83d Congress, which ts ide 
il with S. 995, one of the bills before this subcommittee in these 
hearings, was the principal return bill pending in Congress at that 
me. The President pointed out that American nationals were also 
itfering hardships as a result of uncompensated war losses. He 
neluded that he hoped for a fair, equits able, and satisfactory solu 
4 on of these problems. This bill, S. 2227, has been prepared for the 
d consideration of Congress as the solution referred to by the President. 
} The restriction of the return benefits of the bill to, natural persons 


ose from the desire to aid primarily people of small means on whom 

§ the vesting program has had the most serious impact and who are 

presently in need of financial aid. The $10,000 figure represents a 

road and generous limit in relation to the concept of a hardship case 

and the maximum financial aid which can be given without the neces 
i sity of appropriations. 

Certain types of property are excepted from the general program 
proposed by the bill. The reasons for the exceptions are set forth in 
detail in the explanatory memorandum accompanying the Secretary 
of State’s letter of June 6, 1955, to the Vice President, and I shall 
not take the time to repeat them. However, I should like to mention 
one exception which involves copyrights and interests in copyright 
ontracts. Because of the many thousands of copyrights involved and 
the administrative infeasibility of returning them through a claims 


3 program, this category of property would be disposed of, without 
5 regard to value, by a sel f- executing statutory divestment in favor of 
; the prevesting owners or their successors in interest. The divestment 


would operate in favor of business enterprises as well as natural per 
sons. In some instances ownership would revert to persons behind 
the Iron Curtain. It should be noted that the income received by the 
Office of Alien Property prior to divestment would not be returned 
to persons behind the Iron Curtain. The explanatory memorandum 
ittached to the Secretary of State’s letter noted that the annual copy 
right income of the Office of Alien P roperty for the past 5 years has 
averaged $200,000. Recent investigation in Germany has disclosed 
that practically all the former owners of valuable vested copyright 
properties who were located in the East Zone of Germany prior to 
World War IT have now established themselves in the West Zone. 
As a result the amount of future income payable to former owner 
in the East Zone from the copyright divestment would be negligible. 
ae 4 of S. 2227 would amend section 9 (a) of the Trading With 
‘Enemy Act to permit the sales of vested property in certain cases 
where sale is now prohibited by law. Section 9 (a) provides that any 
person claiming to be other than an enemy or ally of an enemy may 
institute suit to secure return of property vested under that act. In 
the event of such suit the Attorney General is required to hold the 
property intact until termination of the litigation, and he is expressly 
}  enjomed from any disposition of the claimed property until final 
judgment in the suit. 
S. 2227 would amend section 9 (a) to permit the sale of vested prop- 
erty held subject to suit if the President determines that the interest 
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and welfare of the United States so requires, After the sale any 
plaintiff in such suit would be permitted to elect to receive his share of 
the proceeds of the sale if he is successful in the suit, or to request the 
court to determine the amount of just compensation, 

S. 2227 is based on an understanding that litigation may seriously 
affect interests other than those of the plaintiffs, and it provides a 
method to protec t all the interests concerned. 

The most important illustration of the need for this legislation is 
the case of General Aniline & Film Corp., approximately 97 percent 
of whose outstanding stock was vested during World War IL as the 
property of 1.G. Farben. This is a large produc tion enterprise, with 
assets of approximately $150 million. That is the gross figure. It 1s 
the second targest producer in the United States of photographic 
materials, one the largest dyestuff producers, and an important com- 
ponent of the chemie val industry. It employs approximately 8,200 
persons to whom was paid $39 million in 1954. 

This enterprise is highly important to the welfare of the areas in 
which its production plants are located. It has substantial output of 
items important to the defense effort of the United States. The 
strength of this enterprise, and its continued existence as a competitive 
force in the important fields in which it is engaged, are undeniably 
matters affecting the national interest. 

General Aniline & Film Corp. is the subject of a suit instituted in 
1948 by a Swiss corporation now known as Interhandel, which alleges 
that it owned the vested General Aniline & Film Corp. stock and that 
it was not under the control of 1. G. Farben. Although the litigation 
has never reached the point of a trial, it was twice before the Supreme 
Court of the United States prior to this year and it is before that Court 
again as the result of a decision by Judge Laws of the United States 
District Court for the District of Columbia. He dismissed the com- 
plaint on the grounds that Interhandel had failed to produce certain 
documentary evidence for examination by the Government pursuant to 
a court order. Interhandel appealed to the United States Court of 
Appeals for the District of Columbia. ‘This court aflirmed the dis- 
missal by Judge Laws but allowed Interhandel 6 months within which 
to produce the documents covered by the district court order. On 
October 31, 1955, Interhandel petitioned the Supreme Court for a writ 
of certiorari. Even if the Supreme Court denies the petition, Inter- 
handel will have 6 months after the denial in which to comply with 
the order to produce the documents. 

Under present law, therefore, General Aniline & Film Corp. must 
be continued under Government control indefinitely. The inflexi- 
bility inherent in such control, and the doubt as to the ultimate dis- 
position of the business, which is to be decided in the suit, has 
seriously hampered its operations. The company’s management be- 
lieves that new capital, impossible to obtain so long as Government 
control continues, is necessary to maintain the corpor ration in a strong 
competitive position. Fear of insecure tenure makes it difficult for 
the company to attract and hold qualified research and executive 
personnel. These and other disadvantages of Government owner- 
ship make it difficult to maintain this company on a sound basis, 
although its maintenance as a strong producer is important to the 
public interest and welfare, regardless of the outcome of the liti- 
gation. 
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While there are no other cases of such size and COMPLEX ty, there 
ire other Important properties under the control of the Office of Alv 
Property which it is unable to sell until ees < section 9 (a) 
tigation affecting those properties. It is believed 
if those properties to private interests before the « 
mplex litigation which now bars such sale, may prove inportant 
othe pub lic interest. 

v hh le protection of the publie interest in this matter is the m 
Inportant purpose of section 4 of S. 2227, it is to be noted that it 
ontains careful safeguards so that the interests of the private claim 
ints are not sacrificed, All claimants are given the choice of attempt 

vy to recover the proceeds of sale, or seeking the lust compensation 
o which the Constitution entitles them. 

This proposed legislation has the additional advantages of aiding 
ie Grovernment to remove itself from private business fields where 
t has no proper place and of aiding the expeditious liquidation of 

related functions of the Office of Alien Property. 

I understand that certain doubts have been e xpressed as to the eon 

itutionality of section 4. It has been carefully drafted so as to pro 

ct the interests of plaintiffs in suits for return. It waives the present 
Hyunetion against sale only in those cases where the President deter- 

ines that the interest and welfare of the United States so requires. 
ach claimant atfected by such a determination is guaranteed the 
right, if success ful. to choose between the proceeds of the sale and just 
ompensation, 

I am personally satished that the bill is constitutional. However, 
under our constitutional system of divided powers, only the judicial 
branch of our Government can fin: lly determine that question. Any 
plaintiff in a suit for return who feels he is aggrieved by a determina- 
ia of the President under section 4 of S. 2227 will be able to raise 
the constitutional issue in court, 

For the reasons I have stated, the Department of Justice urges the 
enactment of S. 2827, 


t| sale of some 
{ 


Spor tion of the 


[ conclude the discussion of this bill by again expressing my appre 
ciation to you, Mr. Chairman, and to Senator Langer and the other 
inembers of the committee for this opportunity. 

Now, I have two other statements that are even shorter. I have a 
very brief statement on S. 1405, which contains the same provisio! 
[ have just discussed. S. 1405 is an amendment which would limit 
tself to permitting the sale of property in litigation and for the 

ime reasons I have just mentioned, the Department hopes that bill 
will receive favorable attention of the committee and favorable con 
sideration by the Congress. The two bills to that extent, if not iden- 
tical, are certainly parallel in substance and effect. 

(The statement on S. 1405 is as follows :) 

STATEMENT OF DALLAS S. TOWNSEND, ASSISTANT ATTORNEY GENERAL, Drrecror 

OFFICE OF ALIEN Property, DEPARTMENT OF JUSTICE, BEFORE THE SENAT! 


JUDICIARY SURCOMMITTEE ON THE TRADING WITH THE PNemMy Act Re S. 1405 
S4TH CONGRESS 


I am here i») response to your request for the views of the Department of 


Justice on 8S. 1405, to amend section 9 (a) of the Trading With the Enemy Act, as 
amended, 


Section 9 (a) prohibits the sale or other disposition of vested property which 
s the subjeet of a suit for return under that section. S. 1405 would add a proviso 
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to section 9 (a) to permit the sale of vested property held by the Attorney General 
subject to suit if the plaintiff is not an American citizen and if the President 
determines that the interest and welfare of the United States requires the sale. 

Except for its exclusion of the sale of vested property which is the subject of 
suit by an American citizen, this bill is identical with section 4 of S. 2227. For 
the reasons advanced in the applicable portion of my statement on S. 2227, the 
Department of Justice supports 8S. 1405. 

Mr. Townsenpb. Then I have only one other statement and that. is on 
S. 854, the estates and trusts bill. Again I want to express my appre- 
peri Mr. Chairman, for the opportunity given me to appear to 

xpress the views of the Department of Justice. 

This concerns the bill, S. 854, to amend section 32 of the Trading 
With the Enemy Act of 1917, as amended. 

Section 32 of the Trading With the Enemy Act authorizes the ad- 
ministrative return of vested property to certain categories of persons 
who had enemy status, including residents of countries occupied by 
Germany and citizens and residents of Germany who belonged to 
racial, religious, or political groups persecuted by the Nazi Govern- 
ment. 

S. 854 would broaden the return provisions of section 32 in respect 
of German nationals by authorizing the return to them, regardless of 
present eligibility requirements, of vested property originally eer 
by gift, devise, bequests, or inheritance from an American citizen, 
from a mother who at the time of her marriage was an American 
citizen. The only German nationals disqualified for the return of 
such property would be members of the former Nazi Party 

The bill includes Austrian nationals within its provisions. How- 
ever, the property of Austrians, including the property covered by the 

bill, is generally returnable under existing law and the provisions of 
this bill are not necessary for that purpose. Austria was not an enemy 
ne ition, and its citizens are regarded as eligible for return under section 

2 of the Trading With the Enemy Act on the same basis as the citizens 
of France, Belgium, and other occupied countries. 

I find no reasonable basis for the distinction between vested assets 
derived from gifts and decedents’ estates of American origin and other 
vested property. A prevesting enemy ownership of property was the 
standard for vesting rather than the origin of such ow nership. There 
seems to me to be no justification for prefer ring the prevesting owners 
favored by this bill over the former owners of other categories of 
vested property. Furthermore, I do not find any justification for the 
distinction made by the bill between German nationals and Japanese 
nationals. 

The Administration bill, S. 2227, was drafted to provide relief for 
people of small means for whom vesting action has resulted in hard- 
ship. That bill provides in general for a return to individual owners 
of vested property, regardless of type or origin, up to a maximum of 
$10,000 each. That bill would result in a full return to approximately 
90 percent of all the former individual owners of vested property. 
Although no comparable figures are available with respect to vested 
property stemming from the gifts and estates of Americans, I believe 
that over 90 pere ent of the former owners of this category of property 
would receive full return under S. 2227. 

To that extent, the beneficial provisions overlap. 

That bill would therefore substantially carry out the purposes of 
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Ss. 8D4 and at the same time extend equal treatment to Japaune e 
nationals and to German nationals generally. 

The total value of the assets ultimately returnable under 5S. 554 can 
not be estimated because In many cases German assets W hich originated 
from gifts and inheritances are not identifiable as such from the infor 
ination now at hand. For example, there may have been vested a bai k 
recount contamimg funds originally derived from the estate of a 
deceased American citizen. Normally neither the bank records no! 
the Office of Alien Property files would contain information concern 
ing the source of the account. However, the assets returnable under 
S.854 would amount to at least S78.850.000 which is the measure of the 
vested German interests in estates and trusts valued as of the dates of 
vesting. On the other hand, it is estimated that the cost of S. 2227, 
which will satisfy im full a great many more people than S. $54, includ 
ing over 90 percent of the beneficiaries of that bill, will be less than 
S60 million, which is the estimated amount of vested assets remaining 
after deduction of reserves for claims, suits, and other obligations 
under the Trading With the Enemy Act. It will be seen, therefore, 
that returns under S. 854 would require ap ypropriations. 

I wish to refer briefly to section 3 of S. 854, which appears to have 
no connection with the rest of the bill. This section provides that: 

‘The unpaid claims or unpaid balances of claims of American citizen 
against Germany and Austria shall be paid respectively and forthwi 
out of undisbursed German and Austrian e nemy alien funds vested in 
the United States under the provisions of the Trading With the Enemy 
ct. 

The claims are not identified, but since there is no machinery for 
handling such claims arising out of World War 11—that is, these un 
paid claims or unpaid balances on debt claims, I assume that seetion + 
refers to those arising out of awards against Germany and Austria 
by the Mixed Claims Commission after World War I. It is my unde: 
standing that the awards against Austria were satisfied and that pro- 
vision was made in the Londen Debt Agreement of 1953 for the ult: 
inate satisfaction of the awards of private American claimants against 
Germany. Consequently section 3 of the bill would seem to have no 
present purpose. That 1s covered by the London Debt Agreement and 
bv the fact that the Austrian claims were paid. 

For the reasons I have discussed, the Department of Justice is unable 
to support S. 854 and suggests to the committee the enactment of 
~ Dey) 7 


Thank you very much, Mr. Chairman, for this opportunity to bring 
to you the views of the Department of Justice on these four bills. 

Senator Jounsron. Colonel Townsend, do you think that it is right 
that a person who died and left a will, and bequeathed to some German 
person the property, that such persons should receive only $10,000 
when a person that is in Germany and has invested or has $10,000 over 
here, that that would be returned to him in full? 

Mr. Townsenpb. I am afraid I do not understand the distinction that 
the chairman has just made. 

Senator Jonnston. We have the Langer bill, where a person who is 
over here and whe dies, even after the war, with a will 

Mr. Townsenp. Yes. 

Senator Jomnstron. And he willed his property to somebody in Ger- 
many. Hecannot receive anything now; is that not true / 
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Mr. Townsenp. That is correct, yes. 

Senator Jonunston. Now, then, under the other bill, you give to 
peop ye in Germ: inv, when the testator, a citizen of the U nited States 
dies, you give them, is that not true, up to S1L0,000 ¢ 

Mr. Townsenp. The test is who owns the property at the time it is 
vested. I put it that way because that is the way the law puts it. 

But, on the other hand, I do not overlook the emotional considera- 
tions that are certainly involved in these illustrations, say of a soldier 
who left his insurance to a German mother, and so on. That should 
not be overlooked : of course not. 

That is a matter of discussion, but I have to accept the thing as I 
haveit here. That wasthe policy at the tine. 

There were some errors made, I suppose, but IT am taking it now 
under the law as it is, and the validity of the vesting is determined by 
the ownership at the time of the vesting and not by the source of it. 

Now, in the cases that Senator Langer had in mind, some of these 
estate cases and so on, that does create a feeling of unfairness or what- 
ever you want to call it, and you may say, “Never mind the legalities 
of it, but an American soldier fighting for his country why”—those are 
hardships that grew out of errors of administration, I should say, 
more than anything else. 

Ilowever, this particular bill that we are so much in favor of here, 
S. 2227, would take care of all cases of that kind, for example, every 
one of them, and 90 percent of all of the accounts. Out of 32,000 ae- 
counts, practically, this bill would close up 90 percent at least of those, 
according to our figures. 

So, it is the best compromise that we can recommend that does not 
involve an appropriation; that is the main point. 

Senator Lancer. Offhand, Colonel, do you know what percentage 
of these claims were vested after the war / 

Mr. TowNsenb. Well, there were a number of vestings after the war. 

Senator Lancer. You mean after the ending of hostilities ? 

Mr. Townsenv. After the ending of hostilities, yes. 

Senator Lancer. That is true? 

Mr. Townsenp. That is true. 

I have not got our books—they do not, I believe, show the total 
nmounts involved, but they were vested back to the end of the hostili- 
ties. 

Senator Lancer. How late after the cessation of hostilities? 

Mr. Townsenp. Well, the cutoff date was about April 1953, when 
(Chancellor Adenauer came over. You may remember, Senator, a 
statement was released at the time of his return to Germany to the 
effect that there would be no more vestings, and there have been no 
vestines since that time, and there have been none since I took over, 
and that goes back to only 1953. 

Now, there have been corrections in vestings, in vesting orders, 
where errors have been made in, for example, the numbers of bonds or 
something, where you meant to say, “Bond No. 101,” and you said 
instead “Bond No. 102,” something of that sort; but no vestings since 
the Chancellor’s visit in April 1953, and we have no personnel engaged 
in vesting. 

The Vesting Section used to be a large section in the Office of Alien 
Property, but we have no office now. 
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Senator Langer. Could you supply the committee with the date of 
the last vesting’ Woulk Lit be much troul le ¢ 
Mr. Townsenp. I think that the very last vestu 
hancellor Wits here, 
Iam told here by Mr. Myron that the last date was \pril 17, 19. 
Senator LANGER. 19534 
Mr. TowNSEND. 1953: ves, SIr 5 that is the last date. 
Senator LANGER. Under what theory did they do this vesting 5, >, 
or 7 years after the war’ What was the theory under which th 
vested / 
Mir. TowNnsenp. Well. I do not know about that. [ was not in the 
ottice at the trme, and I do not know. 
Yes: Mr. Myron here tells me that at that time there was not il 
lent time to 1dentif) and Lean understand that, too——there wa 
sufficient time to identify all of the properties which were subject 


r Was Just petors 


vesting under the act, and consequently it was just too big a job t 
omplete, l suppose, at that time: that is what T assume. 

Oh, Mr. My ron here reminds me that vesting was authorized yy t 
act of Congress to be continued until the treaty of peace Wits C 

Mr. Myron W ruld hil k ce tO hi ave in the recora, In answer to Senato 
Tat pele Vciadetlon, Cid most of the vestings in World War I, the World 
War I program, took place after the end of hostilities. 

Is that what you said ?/ 

Mr. Myron. That is right. 

Senator Jounsron. I believe you stated that S. 2vev7 did not require 
any ap propriations. Is that right ¢ 

Mr. Townsenp. That is our estimate; yes, sir. 

Senator Jounstron. And that the bill, S. 854, does require approp: 
ations. Isthat right? 

Mr. Townsenp. That is our estimate. 

Senator Lancer. What would be your objection to amending thie 
Langer bill and making it possible to achieve the purpose without 
making any appropriations, by taking it out of surplus property, like 
you do in S. 2227, so that you really take it out of one pocket and put 
it into another: is that not true ? 

That is, if you do not have sufficient money, you take it out of the 
surplus property: is that not right ¢ 

Mr. Townsenn. Well, I do not know whether the distinction is to 
he made just on that ground. 

Now, the estimate is, according to our figures, that S60 million would 
cover the cost of the program of the partial returns, up to S1LO.000, and 
that would overlap or include the returns which would be made unde 
this S. 854, which is mentioned here as the estate and trust bill. 

Senator Jounsron. Under S. 2227 also, if it is nece ssary to go above 
the 860 million that you estimate you might need, you are going to 
take that out of surp Tus property: is that not right / 

Mr. Townsenp. That is right. 

Well, that is just to be on the safe side. We do not think it will be 
hecessary, and our figures indicate that it will not be necessary, but 
sometimes, as you know, figures are erroneous, and even the best of 
estimates are sometimes wrong. 

However, our estimate is that it would not be necessary to appro- 
priate public funds to carry out S. 2227; but, of course, if it is not 
enough, vou have to go to the Treasury to get it. 
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Senator Jounsron. Then, the Langer bill could be amended by 
inserting some figure like $60 million, and over and above that it could 
be taken out of surplus property fund; that is what I am getting at. 

Do you want to make any further comments ¢ 

Mr. Townsenp. No, sir. 

Senator Jounsron. We have agreed to adjourn at 12:30 for lunch 
and be back at 2 o’clock, at which time we will have a few questions 
to ask you, Colonel Townsend. 

Mr. Townsenpn. All right, sir. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 2 p.m. of the same day.) 


AFTERNOON SESSION 


Senator JomNnsron. Come to order, please. 


STATEMENT OF DALLAS S. TOWNSEND, ACCOMPANIED BY PAUL V. 
MYRON AND SIDNEY GROSS—Resumed 


Mr. Woop. Colonel, I understand that any other return than that 
proposed by S. 2227 will not be in accordance with the fiscal policy 
of the United States. 

Mr. Townsenp. I thought that Mr. Murphy said something slightly 
different. I understood him to say that any other return, or upon 
a different scale, would involve questions of fiscal policy, upon which 
it would be appropriate to consult or hear fiscal officers of the Gov- 
ernment. That would be my answer. 

Mr. Woop. The implication being that it would be additional 
material ? 

Mr. Townsenv. That is right; upon which additional policy would 
be considered. 

Mr. Woop. There was no appropriation on the 225 millions of 
dollars ? 

Mr. Townsenp. The $225 million already transferred to the war 
claims was transferred under—so far as the transfer made after I took 
office—was made pursuant to an act of Congress. That was $75 
million. That was transferred within the past 214 years, pursuant 
to an act of Congress. 

Now, I believe—I am not sure, but I think—that the previous 
amount was transferred under the authority—under the Trading With 
the Enemy Act, and I think under an Executive order rather than an 
act of Congress. 

Mr. Woop. In other words, the $225 million required no direct 
appropriations; is that right? 

Mr. Townsenp. Yes, sir; because you were taking money out of 
the Alien Property Office. 

Mr. Woop. Now, 8. 2227 provides for the payment of American 
claims up to the amount of $100 million, and that requires no direct 
additional appropriation. 

Mr. ‘Townsenp. I gathered that from the statement of the Deputy 
Secretary of State this morning, but I am not familiar with that 
aspect of it. ‘That is, the payments to be made to American claimants 
are outside the sphere of my study. I am considering only the Trading 
With the Enemy Act. 
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Mr. Woop. You understand, of course, that the post-war loans and 
its to Germany, aggregating $3,500 million, have been sealed dow) 
Oo sl billion, and that the sc ‘ale of payments, returned payme nts to 


: ; of that amount of money, among billions of dollars, in $1 billion 

: istallments, will consume the first $100 million in the payment of 

» the first $10,000 of war claims; is that right ¢ 

‘ Mr. Townsenp. It may well be. I don’t know. 

§ Mr. Woop. Your office has placed no value on the patents in your 
oflice ¢ 


Townsenp. That is correct, in the form in which you put the 
tutement. 

| think there are values to be attached to patent contract right sand 

ense rights, but I don't think why value has been attached to t 

ested patents. Bear in mind, sometimes you find patents have bee 
ested, but in other cases patent rights, which are ditlerent. 

Mir. Woop. And sometimes these patents and patent rights ire of 

creat value ? 

\ir. TowNsenp. Some of them are. 

Mr. Woop. They could have been appraised, could they not, by thi 

inployment of the Bureau of Standards, the Defense De partment, o1 
other de partments and agencies of the Government, in setting some 
lue on them ? 

\ir. Townsenpb. Well, there are two comments, I think, to be made 

on that. 

First, if they are going to be licensed on a royalty-free basis, which 

s the policy vy laid down in the act of Congress. then you can’t attac h 
i value to it, because there is no income from it. If you take it on an 
ntrinsic basis, then you could determine by apprais: als an evaluation 
iat would be appropriately attached. 

Mr. Woop. All your licenses are revocable licenses; they may be 

revoked on so many days’ prior notice ¢ 

Mr. Townsenp. I am informed that all licenses of that type contain 

revocat ion provisions. 

Mr. Woop. Your statement indicated they were revocable. 

Mr. Townsenp. If my statement indic ated that, it is r ight. 

Mr. Woop. Are these patents to be sold ¢ 

Mr. TowNsenp. You mean under 

Mr. Woop. In the administration of S. 2227. 

Mr. ‘Townsenp. No; I don’t think—those you have are going to be 
3 put in the public domain. As a matter of fact, | think your patents 

aveexpired. These patents don’t last forever. 

Mr. Woop. Those that have not expired, will they be sold ? 

Mr. Townsenp. They will be given to the public on a royalty-free 
| basis, nonexclusive licenses. That is my understanding. In that re 
spect, the policy hasn’t changed ; isn’t that right ? 

Mr. Smrrury. There are a couple of questions I would like to put 

to Colonel Townsend. 
Colonel, in the report which the Deputy Attorney General filed with 
ie committee on S. 995, there is a paragraph which ealls attention to 
the equalization of War Burdens Act in West Germany, and suggests 
f return of vested assets is made to German citizens that return will 
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be subject to this equalization of War Burdens Act. As I understand 
the phraseology of the letter, an objection is lodged for that reason. 

Well. would not the same situation apply insofar as the $10,000 
is concerned in the administration bill 4 

Mr. Townsenp. Well, whether the $10,000 return would be sub- 
ject to the equalization of War Burdens Act, I don’t know. That 
would be a matter for the German law, to be determined under Ger- 
man law. I don’t know about that. 

But the statement was correct at the time it was made, and with 
reference to the period covered by it. What would be the situation 
now, | don’t know. 

Mr. Smiruey. The statement to which I referred was dated Novem- 
ber 25, 1955. 

Mr. Townsenp. That statement was intended to correct an inequity 
along this line. If you made a return to the German national, it would 
be subject to the equalization of war burdens tax. It would be sub- 
ject to that, and therefore the German claimant would not receive 
the full amount, if you make a total return. 

Mr. Smrrury. The suggestion here is that any assets are subject 
to an obligation to return 50 percent of the 1948 value thereof. If 
vou return up to a value of $10,000, would not that same situation 
prevail ¢ 

Mr. Townsenp. I don’t know. IT don’t know about that. 

Mr. Smirury. Would you consult with your experts, and see if 
they have knowledge of that ? 

Mr. Townsenp. Whatever the experts say, the German Govern- 
ment could still change the tax laws in Germany. I don’t think any- 
body can be sure what kind of German tax will currently apply. 

If we make a return of up to $10,000, certainly we can’t be accused 
of not paying some attention to the moral equities involved. If the 
(serman Government wants to come along and put a tax on that—— 

Mr. Smirnry. The German law is 

Senator Lancer. As I understand it, the two experts don’t agree. 
Is that right? 

Mr. Townsenp. Whatever the experts say, the German Parlia- 
nent can still change it. 

(The following letter on this point was received subsequently :) 





DEPARTMENT OF STATE, 
Washington, December 21, 1955. 
Hon. OLIN D. JOHNSTON, 

Chairman, Subcommittee on Trading With the Enemy Act, 

Committee on the Judiciary, United States Senate. 


Deak Senator Jounsron: Reference is made to my letter of December 8, 


1955, concerning information desired by your subcommittee in connection with 
the recent hearings on S. 2227. In the last paragraph of my letter I stated that 
the Embassy at Bonn was being requested to ascertain from the German Fed- 
eral Government the extent to which any vested assets that might be returned 


to their former German owners would be subject to taxation in the Federal 
Republie of Germany. 


The Department is now in receipt of a report on this matter from the Em- 
assy. This report is in the nature of an aide memoire received by the Embassv 
from the Foreign Office of the Federal Republic of Germany, an unofficial trans- 
lation of which is enclosed for your information. 

Sincerely yours, 


THRUSTON B. Morton, Assistant Secretary. 
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4 { Un classitied— Unofficial translation 
NOTE VERBALE 


To Embassy of the Unitea States of America, Bad Godesbera: 


The Foreign Office has the honor to reply as follows to the question raised 
your note verbale of December 2, 1955. 

In principle the German legislator has the possibility—in the case of the 
return of German foreign assets—to exempt these wholly or partially from the 
the equalization levies under the equalization of burdens law, as was done in 
onnection with the German-Swiss Agreement on the German assets in Switzer- 
ind of August 26, 1952, by article 3 of the law of March 7, 1955 ( Bundesgesetz 
blatt, part II, No. 3, of March 10, 1958, p. 15). This regulation met with the 
approval of the German legislative bodies particularly in consideration of the 
fact that two-thirds of the assets in Switzerland were returned to the former 
owners, 

1. On the basis of the present legal position, returned foreign property that 
is not owned by a commercial firm required to prepare financial statements 

e. private property) is not subject to the property levy under the equaliza 
2 tion of burdens. The same applies to the liability to property tax for the ass« 

; ent periods preceding the restoration of the right to dispose of the property 

The return of foreign assets constituting private property, or indemnification 
payments for the loss of such property, represent pure increases of property) 
that are not liable to income or profit taxes. Up to January 1, 1953, propert 


rY 


tax is levied at an annual rate of (.75 percent of the total property. As from 
Jannary 1, 1953, the rate of tax amounts to 1 percent. Taxable property tha 
q does not exceed the assessed property levy debt continues to be subject to the 
: property tax at 0.75 percent. In the case of natural persons the tax-free amounts 
! re as follows: DM10,000 for the person liable to tax and his spouse, DAI5,000 


or each child under 18. Under certain circumstances a tax-free amount of 
DM5.000 is granted for children over 18 years of age (art. 5, property tax law) 
In causes of special hardship a further tax-free amount of IDM10,000 may be 
vranted (sozialer Freibetrag). 

Property located in the USA is subject to the German inheritance tax if th: 
testator or the heir is a resident of Germany; i. e., if he had his residence 
or permanent domicile in the Federal Republic at the time of the death or 
when the tax debt arose. The value of the total estate is to be ascertained 
according to the conditions prevailing when the tax debt arose. As a rule 
this is the date when the death of the testator occurred. Therefore, the question 
whether seized German foreign property is liable to inheritance tax is solely 
dependent upon whether any value may be attributed to on the key date which 
is to be used for determining the value. As a rule seized foreign property wil! 
have to be considered worthless until the date of its release. If and to what 
extent the property may be considered to represent a value before the date of 
release can only be judged on the merits of each individual case. The assess 
ment of a value may be justified if the release of the property at a later date 
inay be expected with absolute probability on the key date (date of death or 
when the tax debt arose). But even then only an evaluation taking into 
account all risks existing until the actual release may be used as a basic: i. e 
the assessed value will as a rule be very much below the objective actual value 
of the property. 

Insofar as seized German property has already been liable to inheritance tax 
in the U. S. A. and such tax has been levied in the U.S. A. 

(a) The inheritance tax levied in the U. 8S. A. has either been deducted 
from the value of the respective property as an obligation of the estate, or 

(b) The inheritance tax paid in the U. S. A. has been set off partially (one 
half to two-thirds) against the German inheritance tax. 

The release of the property itself does not give rise to any inheritance tax 

2. Foreign property representing part of the operating capital of a firm re 
quired to prepare financial statements is subject to equalization of burdens levies 
if it is entered into the deutschemark opening balance sheet of a commercial 
firm on the basis of an adjustment of the balance sheet under article 47 DMBG 
(deutschemark balance sheet law). So far foreign property has been entered 
into the deutschemark opening balance sheet at a provisional value, in certain 
causes at DM 1.—, under article 9 DMBG. The provisional value may not be 
adjusted in the case of release or indemnification according to the assets returned 
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or the payments made (but it need not to be adjusted). If the adjustment is 
effected and if the returned assets or the indemnification payments are entered 
into the deutschemark opening balance sheet for tax purposes, their full value is 
liable to the property levy. ‘The liability of the assets or indemnification to the 
property levy does not, however, signify that the assets or the indemnification 
are decreased at once as quarterly payments are to be made from April 1, 1952, 
until March 31, 1979, as amortization and interest. Under certain conditions 
the property levy may be reduced for war property damages, expellee, and 
eastern territory damages. The entry of the assets or the indemnification into 
the deutschemark opening balance sheet for tax purposes excludes the liability of 
the increase of property to taxes on income and profits. If the balance sheet 
values are not adjusted, the return of the assets or the receipt of the indemnifi- 
cation is subject to taxes on income and profits. If the foreign property is 
entered in the deutschemark opening balance sheet, it is subject to the property 
tax as from January 1, 1949, in addition to the property levy. 

In view of the short time at our disposal for preparing this reply to your note 
verbale, we unfortunately have not been able to let you have a reply dealing with 
all the details of the matter. Therefore, the possibility must be reserved that 
special cases will be dealt with in a way deviating from the above explanations 
on the basis of provisions for exceptional cases. 

The German Foreign Office avails itself of this opportunity to assure the 
Embassy of the United States of America of its highest consideration. 

Mr. Smirury. Now, Colonel Townsend, calling your attention to 
the bill, on page 13-—— 

Mr. TowNnseND. You refer now to—— 

Mr. Smirney. To S. 2227, subsection (m), section 40, which con- 
tains a provision for the payment of expenses of administration of 
the property. 

Mr. Townsenb. That is right. 

Mr. Smirney. Now, sir, would you tell me what the proviso which 
is expressed at the top of page 13, the first proviso, 1s intended to 
mean ¢ 

For the record, that proviso reads: 

Provided, That if the Attorney General holds additional property vested from 
the owner immediately prior to vesting, the amounts of such expenses and re- 
serves shall, to the extent possible, be retained or recovered from such additional 
vested property : 

Mr. TowNsenp. It means simply this: If you vested $15,000, you 
return $10,000 under the bill. The administrative charges would be 
taken out of the surplus above the $10,000. 

Mr. SmirHey. Taken out of the excess 4 

Mr. Townsenpb. Yes. 

Mr. Smiruey. Then, these words: 
additional property vested from the owner immediately prior to vesting— 
do not mean a prior vesting of different property ? 

Mr. Townsenp. I don’t think so. That is still referring to the 
balance over the $10,000 limit. 

Senator Jounston. Is that fair? 

Mr. TowNsEnp. Sir? 

Senator Jounsron. Do you think that is equitable? Say a person 
could get all the administrative costs paid from the surplus over 
310,000, and a man due maybe $9,000 would have to pay for such costs 
out of this $9,000, 

Mr. Townsenp. It is a matter of paying over $10,000 any claimant 
that he hasthere. If he has more than $10,000, he gets his $10,000. 

Senator JouNstTon. If it is more than $10,000, the cost is taken out 
above the $10,000 ¢ 
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Mir. Townsenp. That’s right. Take the account of a claimant who 
as $8,000—you get the $8,000 less the administrative charge. You 

ouldn’t have any surplus out of which to take it. 

But if it is possible out of the $10,000 to allow for conservatory ex- 
penses, you will doit. ‘That is the theory of it. 

Mr. Smiruty. Would you refer to subsection (h), Colonel 
lownsend, on page 9. That is still on S. 2227. 

Mr. TowNsenp. | have it. 

Mr. Smiruey. You will recall that in the executive session which 
the subcommittee held in July, there was a question put to you with 
espect to this, and I would like to have your answer again for public 

rad. 

Does subsection (h) of section 40 bar the return of shares of stock 

such, or cloes it pe -rmit the return of shares of stock as such ¢ 

Mr. ‘Townsenp. | think that depends entirely upon the question 

hether or not there has been any declaration of the national interest. 
| don’t think it either permits or prohibits. 

he question we are discussing here is simply what would be the 

effect of the so-called Kauffman decision. In the Kauffman case, the 
Supreme Court upheld the right of a neutral owner in a situation such 
; Interhandel to be reimbursed to the extent of the impairment of the 
lue of the shares out of proceeds of the shares sold. ‘That may sound 
little foggy, but what it really means is this—suppose you have a 
mutual sh: areholder of Interhandel to which, say, you have vested the 

(iM shares. GM shares represent 80 percent of Interhandel. 
f ant assuming this. Therefore, you have taken 80 percent of the 

alue of my share. 

5 Now, the Supreme Court, in the Kauffman case, says, in effect, this 
ompany is entitled to be made whole. There isn’t any share to be 
turned. But you would have to provide, out of the proceeds of the 
ceneral hs indling shares, enough to reimburse him for what you have 

‘aken away from him. 

Mir. Santriey. Now, if you hold in the Alien Property Office 10 
shares of GM stock, will that stock be returned in kind if the value 
loes not exceed $10,000 ? 

Mr. Townsenp. Up to $10,000, certainly. I see what you mean 
there. That is very important, because the claimant who gets the 
shares back may be subject to a capital gains tax. We are negotiating 
that very point in various settlements now. 

You don’t want to make a capital gains case out of a man who gets 
his shares back. He has to figure his capital gains tax. 

Mr. Smirney. Would your answer to that question be the same if 
vour shares of stock to be returned involved a minor ity interest in a 
foreign corporation, if that corporation had its base of operations in 
(rermany ? 

Mr. Townsenp. You m: iy be referring to the Stinnes situation. You 

ive some special situations there where you have your operating 
facilities outside the country, and only holding stock he re. 

I think probably the best answer to your questions is to say the 
shares would be returnable. Put it that way. 

Mr. Smirney. What could not be returned under subsection (h) / 
What does the prohibition reach ? 

Mr. Townsenp. Let’s take it in terms that are more understandable. 
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If you have an individual—leave out the corporate interest, the cor- 
porate entity, and piercing the veil of corporate entity—you have some 
situations where you have half a dozen corporations involved, holding 
corporations on top of other holding corporations, and so forth. But 
if you take it in simple terms of having claimant A, who is entitled to 
get shares of stock, and his claim is allowed, then he gets his shares of 
stock back. 

Now, you may get situations—I know of two now where the stock 
sheres themselves are subject to options. Since you prohibit them 
by contract without first offering them to someone else, that is a dif- 
ferent situation. I want to be careful not to make a categorical reply 
ton general question which will be subject to these exce ptions. 

Mr. Incotpspy. Colonel, you indicated in your opening statement 
that it was a matter of rather substantial interest that the Government 
get out of the business of running these business properties. Is that 
correct ¢ 

Mr. Townsenp. I think that is quite true. 

Mr. Incortpsey. I think that is the general view; is it not ? 

Mr. 'Townsenp. Oh, yes. 

Mr. Incotpssy. Now, with respect only to that particular problem, 
that would be accomplished as well under S. 995 as it is under S. 2227 
would it not / 

Mir. Townsenp. No, Ido not think so. 

Mr. INcotpspy. Would you explain why you have that view, please / 

Mr. Townsenp. Well, the most obvious distinction is this: That 
under S. 995—that is the general return bill—that is the bill that has a 
provision in it to the effect that where the President determines the 
national interest to be involved, you would return property or return 
controlling shares, let us say, in a corporation, subject to the obligation 
of the controlling shareholders to sell the stock. Remember that 

Mr. Incoupspy. Yes. 

Mr. Townsenp. All right. And I am sure you recall that the bill 
provides they have a year in which todo it. 

Mr. Incotpssy. That is correct. 

Mr. Townsenp. Now, I don’t know—let’s put it this way. I hesi- 
tate to think what the directors of a corporation could do in a year by 
way of commitment, patent agreement, license agreement, loans, could 
do toa corporation ina year. You might get the shell back, but not 
the corporation, not if you had a couple of shrewd lawyers, such as I 
am sure you and I es to handle the matter. 

Mr. Incotpssy. I don’t think, if anyone is going to milk a cor- 
poration, and they are in control of it, it is going to take them a year 
to do it. 

Mr. Townsenpv. I don’t think you would need a milking machine 
to enter into all sorts of patent agreements, and also the transfer of 
confidential information which would be important to the war 
industry. 

Mr. Incotpspy. The point I am making is that the Government 
would be out of business. At least one desirable feature would be 
obtained under 8. 995 as well as under S. 2227. 

Mr. Townsenn. Yes: the Government would be out of business, just 
as death solves the problems of life, as far as that goes. 

Mr. Incotpssy. Colonel, if these properties are offered for sale under 
the provisions of S. 2227, do you not feel that there would be a sub- 
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~tantial cloud on the title to these shares, which would be reflected 
substantial lessening of their value / 
Mr. ‘Tow NSEND. Well, I don't quite see whiy. Whi would thy re be 


( louded title on their shares / 


\re you talking about the constitutionality of it 

Mr. I NGOLDSBY. I Was restricting these views for the most part to 

ares of stock because, as I understand if, that is your pl cipal 
problem with respect to the Government remaining in the busines 
properties W here you have vested stock. 

Mr. Townsenp. In such cases we have majority controls, in some 

ises minority interest. 

Mr. Incotpspy. Where you have minority interest, you are not 

siness to the extent that you are where you lave major tv Interest, 

Mr. Townsenp. You are not in business In the same \ uv: and you 
can’t control the board. 


Mr. INcoupssy. Let's confine it to the cases where vou have 1 
lajority mterest. 
In those cases, you have the primary responsib lity of running t] 


DUSINess. 

Mr. Townsenp. Of electing the board to run the business. That is 
quite rivht, of course. 

Mr. INGotpspy. Now, at the present time, would you agree that with 
respect to any of those cor por ations where you have mi jor it\ control, 

where there is litigation still pending with 1 respect to your right to 
aah vested that property, of your right to sell it, if you will, 

a) proceeding, so long as that litigation continues, a cloud on yout 
holding that property continues to exist; does it not / 

Mr. Townsenp. That is right. In other words, there is a claim to 
the property. 

Mr. IncotpsBy. There is a claim to the property. 

Now, do you not believe that if you attempted to sell that property, 
without that title issue being settled, that there would be the same 

cloud on that title that vou just mentioned, and that cloud would have 
the effect of substanti: ally lessening the value of those shares / 

Mr. Townsenp. No; I don’t think so. 

[ think what you have in mind would be along this line. Suppose 
vou started to sell the shares under 8S. 2227, and the constitutionality of 
the act was involved. You would be enjoined from doing it. 

In the first place, I think the Director of the Office of Alien Property 
wouldn't think of selling shares involved in a constitutionality test. 
You would have to have the statute tested before you went on. If it 
were involved, and constitutionality were not contested, there would bx 
no clouding of the title. 

Take the other alternative, if the law should be held unconstitu 
tional, you would be right where you were before. You couldn't 
proceed. 

[f, on the other hand, the Supreme Court sustained the constitu 
tionality, vou could go ahead. 

Mr. [xGotpspy. Even though S, 2227 became law, you would antici- 
pate, before you could get underway with this program, testing the 
constitutionality / 

Mr. Townsenp. | should imagine the constitutionality of it would 
be tested in some proceeding. I wouldn’t initiate that proceeding 
myself, because I think the law would be constitutional. 
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Mr. Incoupspy. You don’t think it would be necessary for you to 
initiate the constitutionality proceeding ¢ 

Mr. Townsenb. No; because under the law all acts are considered 
constitutional unless the Supreme Court deems otherwise. You could 
be sure I wouldn’t violate an injunction. 

Mr. LNGoubspy. I'm very sure. I understand you are an outstanding 
Wall Street lawyer. ’ 

Would you give us your estimate, Colonel, as to how long it would 
take the Office of Alien Property Custodian to administer S, 2227 in 
the event there was no litigation over it, and give us another estimate 
as to how long it would te ake in the event there were litigation ¢ 

Mr. 'TowNnsenpb. I assume you are referring to litigation testing the 
constitutionality of the statute. 

Mr. INcoupspy. That is the one question which would immediately 
occur to me, 

Mr. ‘Townsenp. Of course, if that were involved, you wouldu't 
proceed to the disposition until that proceeding had been settled. 
Mr. Incotpspy. All right. That is about a 3-year proceeding: isn’t 
it ¢ 

Mr. Townsenpb. Or the section 9 suit; taking the other alternative. 

Now, you do get cases in which counsel for both sides stipulate for 
the sale of the shares without prejudice to the outcome of the litigation 
in some of those cases. You have more situations of that kind, o1 
would have, if S. 2227 were passed, than if it were not passed. 

Mr. Ineotpssy. If you were able to obtain that type of stipula 
tion, you wouldn't need S. 2227 because you could sell that property 
under stipul ition, the same as under section 9 (a) today‘ 

Mr. Townsenv. That is quite true. But it is difficult to negotiate 
that kind of stipulation. It takes some time. 

Mr. INcotpspy. Were you going to say something more ¢ 

Mr. Townsenp. No, sir. 

Mr. INcotpsny. Aside from the testing of the constitutionality, if 
that be the principal issue to be tested in the courts, would you give 
us your estimate as to how long it would take to administer the pro- 
gram under 8S. 2227 4 

Mr. Townsenp. Well, I have forgotten at the moment whether you 
have a 2-year period for filing the claims—2 or 3. So you couldn't 
get through before the period for filing claims has expired. It is 1 
year now. 

So you have to start your computation, as far as work is involved, 
after the expiration of the period for filing claims. 

Mr. Lxcotpspy. I understand. You have to start other work after 
the litigation weir constitutionality has concluded. 

Mr. Townsenp. In either case. You have to start your period of 
estimating administrative problems at that point, rather than now, or 
rather than at the time of passage of the act. 

So that, if we start to figure, say, a year after enactment, you cer- 


tainly have to allow at least a year, “maybe a year and a half, from that 
time. 


Mr. Incotpsspy. To do what / 

Mr. Townsenpb. To sell the properties. You can’t do it in a moment, 
of course. 

You have got to file the claim. You see, you get a year in which 
to file the claims. 
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Mr. INcotpspy. I think I understand your answer. 1 think yo 
are saying approximately a year to file the claims, another year and 
a half to administer in the Departme nt, and after that, and the pemo 
for litigation. Assuming there is going to be litigation. 

Mr. Townsenn. That would be about right: ves, 

That is just a guess. All you can do is make a guess on that kind of 
thing. Chances are, most of it would be finished in that length of 
time, but you find some odds and ends and peculiar litigations that are 
hanging on. 

Mr. Incotpsspy. What would be left to administer in the Office of 
Alien Preperty’ Anything of any great consequence ! 

Mr. Townsenp. Of course, you would have the surplus after the 
payment of $10,000 claims. You would have that property left ove: 
That would be mostly in the form of money, I presume. If our pre 
sup positions are correct. 

After we have finished the property, then you reduce the property 
held now in liquid assets of some kind. Then it would be according 
to the Treasury Department under the bill. 

Mr. INcotpssy. You assume, then, that that would wind up the 
alien property affairs ? 

Mr. Townsenp. Oh, yes; I think so. 

Well. Mr. Gross reminds me that there would be a substantial 
number of claims under section 32 and so on. I am not thinking 
now about the last odds and ends of it. You have all sorts of odd 
assets. I don’t know how long it would take to take care of the last 
of them. 

Sut you would have the Government out of business, and the last 
bits of these finished with. You might have a few cemetery lots, o1 
some Japanese temples, or something like that. But nothing sub 
stantial. 

Mr. Incotpssy. Going back to one question just a second—the 
point I was trying to make on this litigation, I would assume it would 
take the form of injunction to test the constitution: lity 4 

Mr. Townsenpb. Yes. 

Mr. INcotpssy. This included the clouded issue. 

The question I was really aiming at was this—now that some of youn 
section 9 (a) suits appear to be coming toward an end 

Mr. Townsenp. We are winding them up all the time. 

Mr. Incorpspy. I assumed they are being wound up from time to 
time. 

With respect to those not being wound up, arent you, in effect, 
giving new causes of litigation for these claimants ? 

Mr. Townsenp. I think that is hardly accurate in the sense you are 
always creating a new cause of litigation. Any time Congress passes 
a bill of any kind, anyone can test ‘the constitution: lity of it. 

Mr. Incotpsry. But most statutes don’t have a bearing on the clear 
cut ownership of this property. 

Mr. Townsenp. That is quite true. 

Mr. Incotpspy. In this particular field, aren’t you creating new 
causes of action ? 

Mr. Townsenp. No; I think you are eliminating causes of action. 

(side from the constitutionality ‘of this statute. it would be a lot easier 
from a law point than the 9 (a) suit. 
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Senator Jounsron. Senator Langer, do you have any questions 4 
Senator LANGER, No questions. 


Senator JouNnsron. Thank you very much for being here, Colonel 
Pownsend. 


Mr. ‘Townsenp. Thank you very much for having me here. I am 
sure the Attorney General would like to have me offer his appreciation, 


alist 

acide JouNsron. Before we call on Mr. Gillilland, [ have a state- 

ment from the Department of Justice, signed by W ilhiam , Rogers, 

Deputy Attorney General, that 1 believe should go into the record. 
(The letter referred to is as follows:) 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Depury ATTORNEY GENERAL, 
Washington, November 22, 1950. 
Hon. HarLeY M. KILGore, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SENATOR: This is in response to your request for the views of the Depart- 
ment of Justice concerning the bill (S. 854) to amend section 32 of the Trading 
With the Enemy Act of 1917, as amended, so as to permit the return under such 
section of property which an alien acquired, by gift, devise, bequest, or inheri- 
tance, from an American citizen. 

The bill would amend section 32 of the Trading With the Enemy Act, as 
amended (50 U.S. C. App. sec. 32) to broaden the provisions authorizing the 
administrative return of property vested under that act. Section 1° would 
authorize the return of certain vested property to any former owner who is a 
citizen or national of Germany or Austria, upon a showing by such former owner 
by reliable, probative and substantial evidence that he was never a member of 
the Nazi Party. The property returnable to such former owner is that portion 
of the vested property which he originally acquired by gift, devise, bequest, or 
inheritance from an American citizen, or from a mother who at the time of her 
marriage was an American citizen. 

Section 2 would provide that claims for return of property under its provisions 
may be filed at any time within 3 vears from the date of its enactment and 
that attorneys and agents for claimants shall be limited to fees of not more 
than 10 percent of any amount returned. Section 3, which has no apparent 
relationship to the first two sections, would provide that “the unpaid claims 
or unpaid balances of American citizens against Germany and Austria shall be 
paid respectively and forthwith out of undisbursed German and Austrian enemy 
alien funds vested in the United States under the provisions of the Trading With 
the Enemy Act.” 

It should be noted that enactment of the provisions of section 1 of the bill is 
not necessary to permit return to Austrian citizens or nationals, since such 
nationality is not now in itself a bar to return. Austria was not an enemy 
country, and its citizens are regarded as eligible for return on the same basis 
us the citizens of France, Belgium, the Netherlands, Norway, and other occupied 
countries. Like citizens of those other countries, Austrian nationals are eligible 
for return of all of the vested property formerly owned by them and not merely 
the portion returnable under this bill, provided only that they did not voluntarily 
acquire German citizenship, voluntarily reside within the actual territory of 
Germany, or voluntarily aid the enemy cause. To the extent that the bill would 
eliminate these voluntary acts as a bar to return with respect to vested Austrian 
property, it may be observed that it would constitute discrimination against those 
nationals of other oceupied countries refused return on the basis of such vol- 
untary acts. 

The value of the assets which would ultimately be returned under the bill 
cannot be accurately estimated. They would include at least $78,850,000 which 
is the measure of the vested interests of German enemies in American estates 
and trusts valued as of the dates of vesting. In addition, there was vested an 
undetermined amount of German assets originally derived from gifts, inherit- 
anees, and wills but not identifiable as such from information in the files of the 
Office of Alien Property. Thus the returns authorized by the bill could not be 
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anced from the $60 million of vested assets held by the Office of Alien Propert 
vhich is the estimated sum available after taking into account reserves for clalins 
id suits under the Trading With the Enemy Act and for the requirements 
section 202 (b) of the International Claims Settlement Act of 1{40, as amended 
Public Law 285, S4th Cong., approved Aug. 4, 1955 (69 Stat. 562) ) Section JUL 
b) provides for covering certain vested Bulgarian, Hungarian, and Rumania: 


assets into the Treasury and for the divesting of the remainder of such assets 


The bill proposes to make a distinction between vested assets derived from gifts 
nd decedents’ estates of American origin and those from other sources rhe 

ct that vested assets came to a prevesting owner by way of gift, inheritance 
or testamentary disposition from an American does not make them any the less 
property formerly owned by enemy nationals and does not afford any equitable 
basis for preferring their former owners for return over the former owners of 
other vested property. The Trading With the Enemy Act was intended to deal 

ith property owned by enemies at the time of wat The original source of the 
property is irrelevant. 

Attention is invited to 8S, 2227, introduced by you on June 14, 1955, and referred 
to your committee for consideration, which provides in general for a return of 
ested property to natural persons up to a maximum of $10,000 each It is esti 

ated that this proposed legislation will provide a full return to approximately 
“0 percent of the former owners of vested property. Although no separate 
figures are available for the vested property of German nationals derived from 
American gifts and decendents’ estates, it is reasonable to assume that approxi 
nately 90 percent of the prevesting owners of this type of property will receive 

mplete return under 8S. 2227. The proposed $10,000 return will thus to a great 
extent carry out the purpose of S. 854 while affording the same treatment to 
Japanese nationals and to German nationals whose former property is not 
covered by that bill. 

It is estimated that the $10,000 return can be financed from the above-men 
tioned $60 million of vested assets not subject to obligation and, as distinet from 
the subject bill, will require no appropriations. 

rhe claims referred to in section 3 of the bill, while not identified, presumab!) 

re the claims of American citizens against Germany and Austria which were 
lowed by the Mixed Claims Commission after World War 1. as well as claims 
of other American creditors of those countries. It should be noted that al! 
Mixed Claims Commission awards against Austria were paid in ful In addi 
lion, general provision has been made for the refunding of the claims against 
Germany based on Mixed Claims Commission awards and other obligations 
irsuant to debt settlement agreements between this Government and the Fed 
Republic of Germany signed at London on February 27, 1953. and ratified 

by the Senate on July 13, 1953. 

Whatever the intention of the language in section 3 with regard to the cat 
cvories of Claimants to be benefited, the section is objectionable because it fails 

ystate by whom and under what standards the claims are to be adjudicated and 

mpensated, 

Accordingly, the Department of Justice is unable to recommend enactment of 
the bill but does take this opportunity to urge favorable committee action o1 


SS 8 epee 


ee 
The Bureau of the Budget has advised that there is no objection to the sub 
iission of this report 
Sincerely, 
WiLLiaAM P. RoGers, 
Deputu Attorney General 
Senator JouNsron. Our next witness is Mr. Whitney Gillilland. 
Will vou come around, sir? 


STATEMENT OF WHITNEY GILLILLAND, CHAIRMAN, FOREIGN 
CLAIMS SETTLEMENT COMMISSION 


Mr. GInuinLanp. Mr. Chairman and members of the committee, I 
would appreciate it if the appearance here with me of my fellow Com- 
missioner, Mr. Henry J. Clay, and my General Counsel, Mr. Andrew 
(r. McGuire, could be noted. Ihave a prepared statement which, with 
your consent, I would like to read. 
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Senator Jounsron. Proceed. 

Mr. Ginuittanp. L appreciate the opportunity to appear in behalf of 
the Foreign Claims Settlement Commission. I will direet my re- 
marks particularly to those portions of the bill, S. 2227, found at 
section 7, beginning at page 21, which provide for the processing of 
certain claims of American citizens connected with the war with 
Germany. It is proposed that the Foreign Claims Settlement Com- 
mission administer this program. 

It will be recalled that as of date September 13, 1955, we furnished 
this subcommittee a background statement relative to S. 2227, and 
the functions of the Commission under the War Claims Act of 1948 
and other legislation. Weare currently submitting a detailed expres- 
sion of views with respect to the claims provisions of S. 2227 and 
would like to request that the same be included at this point in the 
record of these hearings. Assuming this may be done, [ will simply 
undertake a summary of the contents. 

In general, S. 2227 would authorize the processing of certain hereto 
fore uncompensated World War II damage and other claims of 
American citizens connected with Germany, including claims based 
upon death and personal injuries oe from the sinking of pas- 
senger vessels in the period September 1, 1939, to December 11, 1941, 
the date the United States declared war. 

Five general categories are authorized as follows: 

|. Physical damage to or physical loss or destruction of property, 

‘eal and personal, located in Albani: a, Austria, Czechoslovakia, Ger- 
1) ate: Greece, Poland, and Yugoslavia in the period beginning Sep- 
tember 1, 1939 and ending May 8, 1945, as a result of military action or 
special measures occasioned by the enemy character of the owner. 

2. Damage to or the loss or destruction of ships or ship cargoes 
owned by the claimant at the time of such damage, loss or destruction 
which occurred as a direct consequence of military action by Germany 
in the same period. 

3. Net losses by maritime insurance companies incurred in the set- 
tlement of claims for insured losses, including reinsured losses of ships 
or ship cargoes, also as a direct consequence of military action by Ger- 
many in the same period. 

. Loss or damage on account of the death or injury of any civilian 
national of the United States who was a passenger on any commercial 
vessel on the high seas attributable to military action by Germany in 
- period beginning September 1, 1939 and ending December 11, 1941. 

5. Losses resulting from the removal of industrial or other ¢ apital 
cnn in Germany owned by a claimant on May 8, 1945, and 
removed for the purpose of reparations including losses from any 
destruction of property in connection with such removal. 

Under section 202 of the bill, there is proposed to be created in the 
Treasury Department a fund to be known as the German claims fund. 
The Secretary of the Treasury is authorized and directed to cover 
$100 million into this fund from any payments made by the Federal 
Republic of Germany after enactment of the bill, under article I 
of the agreement covering the settlement of the claim of the United 
States for postwar economic assistance. 
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vould like to offer an tabulation for the record. 


Senator LANGER. 
Mr. ¢ 
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LILLAND. 


Is that itemized ? 
Yes. 


The tabulation referred to is as follows :) 
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Tabulation of known claims to be asserted under 8. 
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Type of claim 
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CLAIMS IN GERMANY 


Total Amount 
number of 1imed n 
claims reporte 

16, 222 14.877 
5, 203 
ARISING OUTSIDE OF GE 
3. 782 307 
1, 407 
1), OO4 17.974 
700 
mH, TO4 17.074 


‘ommission advised the sub 
it tee that it was then engaged in an actual hand count to deter- 
the potenti: al number of claims that might be asserted upon enact 
An examination has been completed of all com- 
‘cations concerning such claims which over the past several years 
ve been directed to the Commission or the Department of State. 
such communications dealing with 
onsist simply of letters advising of the existence of claims but giving 
amounts involved or 
this reason it has been somewhat difficult to arrive at 
Nevertheless. it appears with some 
is L potenti: al claims load in all categories—in- 
00 claims and the Commission is 
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Maritime losses 


Estimated Estimated 
rype of claim number of claimed 
claims amounts 
Cargo . ¥75 $144, 000, O00 
Hull 325 44, 500, 000 
Total ae Ett es 1, 300 188, 500, 000 


‘his figure represents total losses of American underwriters. It does not reflect net losses sustained by 


such underwriters as authorized in 8. 2227. This Commission is advised that net losses of such underwriters 
will approximate $11,500,000 


Loss due to death, injury, or loss of property of civilian nationals of United 
States woh were passengers on vessels engaged in commerce during the period 
beginning Sept. 1, 1939, and ending Dec. 11, 1941 


Estimated Estimated 
Type of claim number of claimed 
claims amounts 
Death 2s 3893, 060 
Personal injury- 165 B13, S85 
Property damage . 250 $26, 842 
Total ose ; 443 1, 933, 787 


Source: Foreign Claims Settlement Commission—Nov. 28, 1955 


Mr. Gitutittann. The tabulation shows that the present known total 
of war damage claims may be expected to exceed 20,004. However, 
311,900,687 1s claimed on only 2,030 of these. It further shows that 
the confiscation claims may reach a total of 6,700 involving approxt- 
mately $189,586,000. Maritime insurance losses appear to number 
some 1,300, and if no allowance is made for premiums the total 
amounts would probably reach $188,500,000. Net losses consistent 
with the terms . f the statute have heretofore been estimated at $11,- 
500,000. That is on maritime losses. 

a ith respect 0 ¢ ‘laims based upon death, mur, Vy, or property losses 

American passengers on ships sunk by the Germans, the C = 
sion estimates that there may be as many as 443 reaching a total . 
$1,933 787. 

The Foreign Claims Settlement Commission participated in the 
interagency and intergovernmental discussions which preceded this 
legislation and its legal staff was given primary responsibility for 
drafting the bill. The proposal was submitted to the Congress by 
the Secretary of State, represents the executive branch position with 
respect to the types of claims included therein and has, of course, the 
unqualified and wholehearted support of the Commission. We be- 
lieve the provisions of S. 2227 to be in the public interest and recom- 
mend favorable consideration and enactment thereof by the Congress. 

I thank you for the opportunity to make this statement. 


Senator JoHnston. You have your tabulation there, too, do you 
not ¢ 


Mr. Ginuittanp. Yes, 1 have. 

Senator JoHnston. Do you want that in as part of the statement ‘ 

Mr. Gittintanp. Yes, 1 would appreciate it if it could be. 

Mr. Woop. What is the grand total, Mr. Gillilland, of all these 
claims? You have each subhead total, but there is no grand total 
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hich would show the entire amount of all the American clan 
ill] characters and deser! Iptions. 
Mr. (VILLILLAND. The grand total if we use an estimated net lo 
ff $11,500,000 on maritime claims, the grand total then become 
S214 920 747. 
Now, that is a count. The only estimate in it is the maritime est 
Hiate. We would know morally that the actual number of claims 
vould exceed that. But we would have to estimate the figure about it. 
I would personally think that the figure that is included in our 
; rior communication to the Commission that was something hike 
=315 million—300 to 315 million dollars would be a realistic estimate 
Mr. Woop. On page 3 of your communication of November 28, 
l95D, you have an aggregate total of SS89LMO 747. 
Mr. Ginitnanp. That includes the S188.500,000 maritime losses 
Phat is the gross loss. 
Phe bill, as drawn, does not proy ide for the pavinel { of : 
of such a gross loss. 
Woop. As against the losses, what is the amount of the losses 
which the bill provides payment, or application of payment ‘ 
Mr. Gruunitanp. The bill provides for payment of the net losse 
ie Insurance companies, and the estimate given Is S11.500,000, 

Mr. Woop. Has your Departn ent envisioned any plan whatever 
for the payment of all American claims ? 

Mr. Ginnintann, Their payment in full ? 

Mr. Woop. Yes. 

Mr. GInninnann. I don’t know the answer. | suppose “en isioned” 
>a broad term. 

We have contemplated various programs, but there has been none 
reduced to writing that I know of. 

Mr. Woop. Has any thought or consideration been given to any 
neasures that ought to be taken by the ¢ Congress for payment to 
\merican claimants of all kinds, all characters and descriptions 

Mr. GrnuitLanp. The Commission, or the War Claims Commission, 
tiled two different reports with the Congress pursuant to the directive 
of the Congress to review the whole field of war claims. 

The War Claims Commission made recommendations to the Con- 
cress covering the entire field. Perhaps that answers your question. 
The last one was known as the section 8 report, under the War Claims 
\ct, filed in January 1952, I believe, January 1953. House Document 
‘7. I think it is entitled. 

Mr. Woon. To this date, there has been no office created in which 
\mericans may file claims of all these types and character ? 

Mr. GItuILLaAnp. That is true, as far as claims included in this bill 
ire concerned. Other types of claims than those have been the sub- 
ject of specific legislation by the Congress, certainly. 

Mr. Woop. Therefore, any estimate anyone would give would be 
purely speculative as to the aggregate amount of all American claims 
irising out of the War? 

Mr. Grnuittanp. Well, we don’t know how many more claims there 
might be than those represented here, sir. That is certainly true. 

We have that now in process, ¢ ‘laims that grew out of the war for 
war losses in Rumania and Bulgaria and Hungary, and some Italian 

claims presently being processed. 
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Mr. Woop. Certainly then, any figure you might give now would 
be possibly a minimum figure of the total aggregate claims ‘ 

Mr. Gittitann. These figures here, with the exception of the mari 
time claims, represent an actual count. That is true. We know that 
there are, or have been——-whether they would actually be filed again 
or asserted before a commission, we can't be sure. 

Mr. Woop. And in the absence of an office or bureau before which 
these claims would be filed, this might possibly be « minimum number 
In amount of cams. 

Mr. Gituintanpb. I would say that is possible. 

Mr. Smrrnery. Mr. Gillilland, on page 3 of your statement, L notice 
that you list the semiannual payments dating from 1953 to the present 
time. However, as I read S, 2227, those moneys are not available for 
the payment of American war damage claims. 

Is that correct / 

Mr. Gitnitnanp. | have got to follow you out on that. What para 
graph are you referring to? 

Mr. Smrrnuery. | am speaking now about your statement, page 3. 

Mr. Gitnittanp. The answer is “Yes.” to your question. 

Mr. Smiruety. So we can disregard that ? 

Mr. Grunnittann. That is right, that is so much surplus in the state 
ment. It isn’t necessary to it at all. 

Mr. Smurrury. Now, these awards that would be made under section 
203—would the ‘Vv represent tax: able income / 

Is your office, as the office charged primarily with the responsibility 
for this phase of the act. giving any consideration to that / 

Mr. Ginuinnanp. I assume they might be taxable income, yes, in an 
instance where a person had at least charged off a loss because of 
destruction of property at some future time. They might now receive 
an award to compensate him for that loss. You would have to take 
it into income for some time. 

Mr. Smrrney. Mr. Gillilland, on page 26 of S, 2227, I draw your 
attention to section 204 (b) which reads: 

In determining the amount of an award, there shall be credited all amounts 
the claimant has received or is entitled to receive from any source on account 
of the loss or losses with respect to which the award is made. 

Does that include any tax writeoff that may have been taken as a 
result of the loss ? 

Mr. Ginuitnanp. That says, “shall be credited all amounts the claim- 
ant has received.” 

My offhand reaction to it would be no. 

Mr. Smiricy. It would not. 

Then before you make the awards, you would not deduct any tax 
benefits which the claimant had received heretofore? 

Mr. Guuittanp. My General Counsel, Mr. MeGuire, advises me 
that provision is made for that under section 1331 of the Internal 
Revenue Code. 

Mr. Smirney. It would be taxable? 

Mr. McGuire. Under section 127 of the Internal Revenue Code, cer- 
tain parties that sustained war losses were permitted to write off those 
war losses at that time. 

Section 1331, and the following sections of the same code, provide 
that in effect where there is a recoupment now, that recoupment must 
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be computed into the tax of the tax year in which the recoupment is 
nade, That is a very general and broad statement. 1 don’t purport 
to be a tax expert, but generally speaking, that is it. 
| might say further that this very factor was considered by the 
Congress in the enactment of Public Law 285 of this Congress, which 
the Balkan, Italy, and Russian claims bill. There was considerable 
discussion in the Senate Foreign Affairs Committee, and consider 

able discussion on the floor of the Senate by Senator Hlumphrey. I 
inderstand that there is some intention on his part to bring forth 
uiendatory language with respect to that law during the coming ses 
Lof the ¢ ‘ongress. 

Vow, there is no specific provision made in S. 2227 for a tax writeoft 
enelit. It could be considered under section 204 (b) as you indicate, 
it in any event, there is a protection under section 1331 of the 

internal Revenue Code. 

Mr. Smrruny. Well, as the responsible agency for determining the 
mount of these claims initially, would you deduct from the award 
prior to its payment the amount of the t: ix benefit the claimant would 
elve / 
oy McGuire. No, sir; I might add to that, we are in the process of 
conducting negotiations with the Internal Revenue Bureau with re 
ect to advising that Bureau of changes in the law. If nothing 
lditional were done with respect to this pending legislation, then we 
ould follow the thing with respect to this, of course. 
Mir. Smrrney. If it is not to be taken out of the award, would they 
ve the option of filing an amended return for the year in which the 
oss was taken, or would they have to take it as current taxable income 
under the rates today 4 
Mr. MeGvire. I believe, under section 1331, they would have to take 

t at the rates prevailing today. 

(The following information on this point was received subse- 
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THE GENERAL COUNSEL OF THE TREASURY. 
Washington, November 28, 1955 
Hon. Orin D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act of the Committe: 
on the Judiciary, United States Senate, Washington, D. C 

My Dear Mr. CHAIRMAN: Thank you for vour letter of November 21, 1955, 
equesting an expression of this Department’s views on S. 854, 8. 995, S. 1405, and 
S. 2227, and asking to be advised whether the Secretary or his representative 
wishes to be heard at hearings to be held on November 29 and 30, 1955 

In reports to the House Committee on Interstate and Foreign Commerce the 
Treasury Department has offered no comments on a bill similar to S. S54, has 
recommended against enactment of a bill similar to S. 995, and has recommended 
the enactment of bills similar to S. 1405 and S. 2227. The Treasury Department 
is not the agency primarily concerned with any of the bills, however, and would 
prefer to be heard at a later date if you believe an elaboration of the Depart 
ment’s position would be helpful. 

It is understood that in connection with consideration of S. 2227, your sub 
committee may wish to have information concerning the tax effects of payment 
of awards which might be made under the proposed amendments to the War 
Claims Act of 1948 included in section 7 of the bill. The Department is presently 
making a study of these tax effects. This study will not be completed this week. 
When the study is completed, however, we will be pleased to supply the sub- 
committee with the results. 

Very truly yours, 
FRED ©. ScRIBNER, Jr., 
General Counsel, 
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GENERAL COUNSEL, 
Treasury DEPARTMENT, 
Washington, May 14, 1956. 
Mr. WAYNE H. SMITHEY, 
Professional Staff, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Mr. Smirruey: In accordance with your request, I am pleased to send 
you a copy of the material referred to as being in preparation in Mr. Scribner’s 
letter of November 28, 1955, addressed to the chairman of the Subcommittee 
on Trading With the Enemy Act. 

As you will observe, this material was directed toward an amendment to 
H. R. 6384, 54th Congress, which was proposed in the Senate but which was not 
retained in the bill when finally approved as Public Law 285, S4th Congress. 

I trust this material will serve your purpose. 

Vers truly vours, 
JoHn K. Cariock, 
icting General Counsel, 


KPRECT OF COMMITTEE AMENDMENT TO HL. R. 6382, 84TH CONGRESS 


During the course through the Congress of H. R. 6382, which became Public 
Law 285, S4th Congress, amendatory language (hereafter referred to as the 
committee amendment) was proposed which would have provided that pro rata 
awards paid after certain priority payments had been made should be “less the 
amount of any reduction in Federal or State income taxes resulting from the 
allowance in prior years of any deduction on account of the destruction or seizure 
of property for which the award hereunder has been made.” 

At the time the committee amendment to H. R. 6382 was being considered there 
Was some controversy concerning the treatment under the Internal Revenue Code 
of such awards as might be made under the bill. The code provides two meth- 
ods of recouping the reduction in taxes which results from the allowance of a 
deduction for a war loss, as follows: 

(1) The general rule is stated in section 1332 and provides that a taxpayer 
recovering war loss property shall include it in gross income to the extent the 
recovery exceeds his allowable war loss deductions in prior taxable years which 
did not result in a reduction in tax. Such inclusion is limited, however, to the 
difference between such deductions as did not result in a reduction in tax and 
the total allowable deductions. If the taxpayer adopts this method of treating 
the recovery under section 1352, the tax on the amount included in gross income 
on account of the recovery is computed at the rates in effect in the taxable year 
of recovery. Accordingly, this rule will tend to benefit taxpayers whose income 
Was subjected to a higher rate of tax in the loss year than in the recovery year. 
If, perhaps for reasons of utilizing the foreign tax credit, the taxpayer claimed 
no deduction in prior taxable years, the possibility of taxation of the recovery 
is remote. 

(2) A taxpayer may, however, elect to use the so-called prior-tax benefits rule 
provided in section 13335. Under this rule, that part of the recovery not in 
excess of the allowable war loss deduction in the year of the loss is excluded 
from income, but the taxpayer is required to pay an increase in tax for the year 
of recovery measured by the decrease in tax which would result in the year 
of the loss by disallowing the amount of the recovery excluded. This results 
in increasing his tax for the year of the recovery of war loss property in propor- 
tion to the amount of tax benefit he derived from the allowance of deductions 
for war losses in prior taxable years. Under this method, the recovery is in 
effect taxed at the rates prevailing in the taxable year of the loss. The tax- 
payer benefits in the event his tax rate is higher in the year of recovery than in 
the year of loss, since the effect of this method is to exclude the recovery at the 
current rates and tax it at the lower prior rates. 

(3) Under either section 1332 or 1333, if the recovery exceeds the amount of 
allowable deductions for prior taxable years, the excess is treated as a gain on 
the involuntary conversion of property under section 1033 and is recognized or 
not as provided in that section. 

As may be seen, the prior-tax benefits rule more accurately represents the 
actual tax benefit from the loss. Where the excess profits tax is involved, if the 
taxpayer claimed a deduction for the year of loss, utilization of the method pro- 
vided in section 1332 may result in only partial recoupment of prior tax bene- 
fits. because the tax rates applicable in the year of recovery may be substantially 











i 
& 
} 
i 
5 
; 
3 


ee 


sn aE aa ase 


on eb nest” Sita api 


sell: 


i DON 


<i 


de 


RETURN OF CONFISCATED PROPERTY \7 


ower. It was partially in order to effect complete recoupment in such a case 

the committee amendment was offered. If complete recoupment could be 
effected, the projected result would be an increase in the residual fund left after 
priority payments. Theoretically, this recoupment was designed to benetit 


smaller Claimants, but smaller claimants were generally protected by payment 
priority The ultimate result of the amendment would be to benefit cl 
who had received no prior tax benefits, whether their claims were small or large 

In many cases the loss involved may not be treated as a war loss, principally 

hecanse of the time when the loss occurred. The war loss provisions then would 
ot apply and the losses presumably would be treated as casualty losses. In the 

event of a recovery on account of such losses, the taxpayer would generally in 
lude the recovery in income in the vear of recovery, although the inclusion may 
he limited by reference to whether the taxpayer received any tax benefit from 
the loss in the year of the loss See, e. ¢.. Birmingham Terminal Co. (17 T. © 
1011 (1951)) If tax rates in the loss vear are low and in the recovery 
vear are high, the taxpayer suffers by the measuring of recoupment at the higher 

rrent rate. With respect to some claims, however, the rates in the loss and 

overy years muy be approximately the same, or the taxpayer may benefit if 
rates in the recovery year are lower than in the loss vear 

Perhaps the strongest objection that can be made to an amendment along the 

nes of the committee amendment is that it would cause delay in payment for 
all claimants other than those as to whom the statutory priorities would covet 
the award. Tax reduction benefits to each claimant wouid have to be dete 

ned before final payment could be made to any claimant These determina 
tions might be postponed because of resulting litigation. Clearly, in the case of 
i residual fund out of which ratable payments are to be made, it cannot be deter 
mined what the share of an individual claimant out of the fund will be until two 
things are determined: (1) his ratable percentabe of the fund and (2) the 
imount of the fund. The committee amendment would have tended to uncer 
tainty and delay in this area. Prior tax benefits to a claimant would reduce his 
participation in the fund and increase that of others. 

[It has been suggested that the large claimants are the only ones whose claims 

will likely result in litigation; from this it has been assumed that the small 
claimants will suffer no detriment, since after the making of awards such claim 
ants could immediately be paid what they would get in the absence of the amend- 
ment and quick settlements could then be made with claimants whose tax benefits 
were clear. There would then only be at issue, it has been arcued, the amounts 
which the small claimants could not get anyway in the absence of the amend- 
ment. With the tax amendment, it has been argued, the small claimants would 
receive subsequent additional payments. Presumably, in this respect, when 
payment of what could be paid in the absence of the amendment is spoken of, 
itis the priority payments provided in H. R. 6382 that are in mind. A point that 
lay not have been considered is the extent of the fund which may remain after 
the priority payments are made, The priority payments may well consume most 
of the fund, in which case the small claimants will get little benefit out of the 
residual fund anyway and, of course, a tremendous share in a token residuum 
eceived by a corporation would not give rise to much of a windfall. Whatever 
may be the size of the residual fund, however, its ultimate disposition will 
remain in doubt until the last litigation is settled. Should that litigation in- 
volve a large claim, as has been suggested must necessarily be true, a large 
portion of the residual fund may remain in doubt. 

The adininistrative burden cannot be minimized. It is possible that some 
people are of the impression that all that is involved are a few computations 
and only a dozen cases of significance. We do not have the facts as to the exact 
number of claimants that may be involved in connection with the residual fund 
The computation would, however, be necessary in the case of each such claim 
ant. Each case will have significance, because in each case determination of 
prior tax benefits would be necessary. Accordingly, the facts as to each ¢laim- 
ant must be ascertained and, because of the passage of time, many of thos 
facts will be, if not unavailable, difficult to establish. The determination «f 
prior tax benefits in the case of State income taxes may be hopeless. Tied into 
this problem is the argument that the returns would not have been destroved 
in the important cases, because corporate returns are not destroved This 
approach ignores the aim of the amendment—to help small claimants. In help 
ng them, it becomes necessary to ascertain the facts as to them. and it is the 
eturns and the facts regarding tax benefits with respect to the beneficiaries of 
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the amendment which will be missing and which will create the administrative 
burden. 

As it was written, the committee amendment to H. R. 6382 would have imposed 
a double tax on taxpayers who had taken a deduction for a war loss in a year 
prior to the year of the recovery. Their award would be reduced under the 
amendment by the tax benefits and the balance would be taxed or a tax liability 
adjustment would be made under the war loss recovery provisions, sections 1352 
and 1333. The taxpayers who would be the principal sufferers in this respect 
would be those whose awards the amendment would reduce. As pointed out, 
however, the amendment could easily be revised to answer this objection by pro 
viding for a nontaxable net return. 

One difficulty the committee amendment presented was that the reduction in 
the amount of the award due any claimant was to be made by the Treasury 
Department, which had no other adjudication functions. Presumably, it would 
be preferable that the reduction be made by the Claims Commission, which 
would then certify the amount of the award to the Treasury which should be 
paid. If the reduction were to be made by the Commission, the Commission 
would still necessarily have to ascertain from the Internal Revenue Service and 
the States involved the proper amount of the reduction. This would be necessary 
under any system. As a matter of procedure, however, the payable amount 
should be certified to Treasury by the Commission, rather than to have a certified 
payable amount reduced by Treasury. 

In statements that appeared in the Congressional Record, extensive use was 
made of figures and charts suggesting that a large corporation, because of losses 
in excess profits tax years, might realize a tax benefit of 91 percent, presumably 
on the basis of a 91-percent excess profits tax rate, and realize a windfall 
because on recovery of the lost property the portion recovered would be taken 
into income and taxed at the current corporate rate of only 52 percent. The 
source of the 91-percent excess-profits tax rate is a mystery. For calendar 1940 
and years beginning after December 31, 1989, and before January 1, 1941, the 
maximum excess profits tax rate was 50 percent. In calendar 1941 and years 
beginning after December 31, 1940, and before January 1, 1942, the maximum 
was 60 percent. Thereafter the rate rose to 90 percent, then 95 percent. It is 
theoretically possible for a taxpayer liable for excess profits tax to receive a tax 
benefit of 95 percent in the later years. In reality, a more proper statement of 
the situation is that the taxpayer suffers a loss of only $0.05 on the dollar. Re- 
covery of the entire property for which a loss deduction was allowed and taxation 
of the recovery of the loss at current 52-percent rates would leave the taxpayer 
a gain of $0.47 on the dollar. In the case of large corporations such as were 
referred to, with losses running into several millions, the likelihood is that the 
top bracket tax rate would be 80 percent, the maximum effective rate permitted 
by the World War II law when the liabilities for normal tax, surtax, and excess- 
profits tax were aggregated. Of course, this still leaves a 28-percent spread 
between the maximum effective rate of 80 percent and the current 52-percent 
corporate rate. 

However, in the case of losses of property in Albania, Greece, Poland, Czecho- 
slovakia, Austria, Yugoslavia, and Germany, the force of section 127 (a) (2) 
of the 1939 code is to the effect that the losses occurred on or before Decem- 
ber 11, 1941, the date of the declaration of war with Germany and Italy. The 
other countries were overrun by that time. If the losses actually occurred before 
December 7, 1941, they will not be treated as war losses, but as casualty losses. 
In any event, whether treated as casualty losses or war losses, the maximum 
rate applicable in the year of loss is 60 percent, the excess-profits tax maximum 
in 1941. In earlier years, the maximum was lower than the current 52-percent 
corporate rate. The maximum windfall where the 60-percent rate applies is 
only 8 percent, the spread between the maximum tax rate applicable at that 
time to the deduction for such a loss and the current corporate rate of 52 per- 
cent, which it is assumed will apply in the year of recovery. This is not much 
of a windfall. If, moreover, the loss occurred prior to 1941, when the maximum 
excess-profits rates and also the corporate rates were lower than current corporate 
rates, it is the Government which receives the windfall. 

Similar considerations apply with respect to Bulgaria, Hungary, Rumania, 
Italy, and Russia, when the tables appearing in the Congressional Record are 
used with respect to H. R. 6382. With regard to Russia, of course, H. R. 6382 
deals only with claims arising prior to November 16, 1933. Losses giving rise 
to such claims probably were treated as casualty losses in years of small tax 
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rates. War with Italy was declared in 1941. Although war with the other 3 
vas declared in 1942, the first 90-percent excess-profits tax year, fiscal years 
ending as late as November 1942 would be treated under the 60-percent maxi 
mum. Moreover, the Senate Foreign Relations Committee report on H. R. 6382 
show s that only one-half of the claims involved in the case of the Balkan countries 
were suffered prior to September 15, 1947. It is not shown how large the losses 
were that were suffered after September 14, 1947, but it must be remembered 
that the excess-profits tax was not effective at that time, and it was not again 
effective until 1950. The charts appearing in the Congressional Record, while 
theoretically accurate in some cases, may possibly be exaggerated 

Any discussion of the tax benefit which a taxpayer may obtain by taking a 
loss deduction in a year of high tax rates should take into account the foreign 
tax credit. Utilization of the loss deduction may have the effect of making 
the foreign tax credit unavailable. Thus, a corporation which suffers a loss 
of $3 million may appear to decrease its tax liability of $2,700,000 if it takes 
the loss deduction. If, however, taking of the deduction eliminated a $1 million 
credit against tax, the actual reduction in liability is only $1,700,000. If the 
entire $3 million is recovered and taxes at the current rate paid of $1,560,000, 
taxpayer has benefited only to the extent of $140,000, a mere 4.67-percent windfall 

Mr. Smrrury. Now, again as the responsible agency, I call your 
attention to subsection D of section 203, which provides compensation 
for death or injury. 

Now, in the case of injury rather than death, has there been a 
formula arrived at for compensating a person for that injury? In 
other words, if a man loses his eye, is there so much set for the loss 
of aneye ¢ 

Mr. GituitLanb. That provision isn’t written into the statute, but 
! would say this: At the time this legislation was under discussion, 
it was generally contemplated that we would make use of tables 
that have been developed and are used by the Bureau of Employees’ 
Compensation and legislation of that sort as standards and guides 
in which to apportion the award. 

Mr. Smirney. Now, if the award is to be made to a widow, and the 
widow has remarried, is she entitled to her share, or would the entire 
award go, then, to the children, under this legislation ¢ 

Mr. GILLILLANp. Apparently our proc edure has been to pay it to 
the widow in that situ: ition, regardless of remarriage. 

Mr. Smirury. Now, sir, let me call your attention to section 217 
of S, 2227, which bars an award of war damage claims to certain 
individuals. 

Mr. GinuitLanp. What section do you have? 

Mr. Smituey. Section 217, on page 33 of the bill. 

Section 217 reads: 


No award shall be made under this title to or for the benefit of any individual 
Who voluntarily, knowingly, and without duress, gave aid to or collaborated with 
or in any manner served any government hostile to the United States during 
World War II. 

Is that a sufficiently ascertainable standard, as far as your agenc y 
is concerned ¢ 

Mr. GrttitLanp. I believe it is similar to the language we have on 
several statutes which we now administer. It is not always an easy 
statute, or an easy standard to judge, but we do it. 

Mr. Smirney. Would you prefer a further delineation in the act 
it tself , 

Mr. GrtuitLanp. The more specific it is, of course, the easier it is to 
ilminister. 
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Mr. Smirney. Would vou care to suggest such language for the 
consideration of the subcommittee ? 

Mr. GruitLanp. I don’t know that I have a recommendation at the 
moment. We will be glad to give it consideration, and communicate 
with you further, if you would like to have rt. 

Senator Jonnstron. The committee would like to have you study 
this and give us your candid opinion of whether you think it could 
be better. 

Mr. Gitnittanp. Whether we think it can be improved upon. That 
we will do. 

Senator Langer. I would like to have the definition of maritime 
losses. 

Mr. Giturianp. I really don’t know that I am qualified to give 
you that. 

Senator Lancer. If you don’t know, who does know? Would your 
counsel know? 

Mr. McGuire. Well, sir, we haven’t been called upon to adopt any 
specific definition. Generally speaking, I would say that a maritime 
loss, such as is contemplated within this bill, would go to losses sus- 
tained on any, by the damage or sinking of any vessel, in commerce 
on the high seas during the specific per iods spelled out here. 

Senator Lancer. Here is an insurance company that has insured 
a cargo of lumber, and the ship was sunk. An insurance company 
received a premium, of course, before they insured that shipment of 
lumber. Is it your theory that this $188 million should include the 
value of that cargo? 

Senator Jonnsron. Let me clarify that a little bit. 

Do you mean to say a ship that is in a harbor or bay, or maybe the 
officers that are carrying on business on land, wouldn't fall under it? 

Senator Lancer. No, Senator. I am taking an ordinary shipment 
by a citizen of the United States of a cargo of lumber. 

He shipped it, and paid a premium to an insurance company. That 
cargo was lost. Now, even though the insurance company received 
a premium, is it your theory that someone should pay the insurance 
company back for that loss? 

Mr. Gitumianp. The insurance company would only receive com- 
pensation, under this bill, if it had net losses on all its business dur- 
ing this period of that character. 

Senator Lancer. The insurance company said net losses. 

Mr. GituittaAnp. They would have to take all their receipts and all 
their disbursements of that kind into consideration. 

Senator Lancer. That amounts to $188,500,000, or $11 million? 
Which is it? 

Mr. Ginuim.anp. $11,500,000. The gross we had here is $188 mil- 
lion. The net was $11,500,000. 

Senator Lancer. I see. That is the actual losses the insurance 
company sustained ? 

Mr. Ginui.anp. That is the estimate we have on it. We don’t 
know. 

Senator Lancer. The net loss? 

Mr. Gruuitianp. Right. 

Senator Lancer. Would that come out of the pockets of the tax- 
payers, or from some other source ? 
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ia Mr. Gittittann. Well, it is payable from this general American 


ims fund, as this stands, ‘eile h comes from money that Germany 
vesus. It would be paid to us, I believe, through the Export-Import 
» bank, and then in to the Treasury, according to the schedule I read 
my statement, 
Senator Lancer. Did I misunderstand you when you said that the 
present bill does not include that—or that it does ? 
~ Mr. Ginnitianp. It does not include the maritime losses ? 
; Senator LANGER. Yes. 
Mr. GUnILLanpb. It includes only net maritime losses, to insurance 
ompanies, now. 
Senator Lancer. That would be $11,500,000 ¢ 
Mr. GinniLLANb. Yes; that is an estimate. That is not a hand 
count, as the other figures I gave you were. 

Senator Lancer. What is the $188 million ? 

Mir. GrLLitLANp. That is the gross loss estimate. 

Senator Lancer. You are not recommending that the gross loss 
be taken inthis bill,are yout Orare you ¢ 

Mr. Girnintanp. No. The bill is written—and we support the bill 
fo pay the net loss only, 811.500.0000, or whatever it proves to he, be 

ruse we don’t know. 

Senator LANGER. Thank vou, sir. 

Senator Jonnstron. I believe you said the premium is to be de 
ducted from the net loss, as we understand it: isthat right ? 

Mr. Ginnitnanpb. The premiums received—-yes; that would be the 
way it would be done. All the losses would be taken into considera- 
tion, and the premiums received on all the insured cargoes deducted 
from that amount during that period. 

Senator JOMUNSTON. Say that they insure a cargo, and they have it 
on the dock, to be loaded on the boat, and Get many destroyed the cargo 
by dropping a bomb. Would that be paid? 

Mr. Giunittanp. That was the reason, Senator, that I shied away 
L little from Senator Langer’s quest ion a moment ago. 

\t this time, I don’t know whether I would want to try to under 
take to define a maritime loss, 


( 


Perhaps the language of the section will tell you more about that, 
if 1 can find it here. 
l don't note anything in the section to the effect that it must be o 


the high seas: 


The net losses by insurance companies under war risk insurance or rein 
ance policies or contracts incurred in the settlement of claims for insured 
ses of ships or ship cargoes 

Consequences of military action by Germany. 

The place of the loss isn’t specified. So I take it that might be true, 
if the insurance policy covered a loss in the harbor. I wouldn’t want 
to nail onto that so tightly that I couldn't at some time rule otherwise. 
if the statute isn’t amended, and a more careful study led me to a dif- 
ferent conclusion. 

Senator Jounstron. In other words, you want to leave it so you can 
get out of it. 

Mr. GinnitLaNpb. I want to be sure I am right on the point. 

Mr. Woop. You, of course, Mr. Gillilland, know these payments will 
be made out of money that Germany is paying us back under the redue- 
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tion of the loans and grants to her of 314 billion dollars, that only 1 
billion dollars constitutes all the payments referred to. 

Mr. GILLitLANnb. That is the way this bill provides. 

Mr. Woop. Yes; and, of course, the impression must not be left that 
the initial $3 billion or $314 billion was not the money that the 
American people taxed themselves to give to Germany in the form of 
loans and grants in the first instance? 

Mr. GILLILLaND. You are correct about that, with this qualification, 
I believe: that we received, I think something in the neighborhood of 
$60 million, proceeds of Japanese assets—it couldn’t have been much 
more than that—into the war claims fund. 

Perhaps $100 million more than was expended in the eastern theater. 

In other words, money, German money, was spent to pay claims 
that had an Asiatic origin to the extent of something in the neighbor- 
hood of $100 million. I believe that has something to do with the 
thought that appropriately $100 million could be taken from this fund 
to equalize the situation between Japan and Germany. 

Mr. Woop. Of course, we have had a peace treaty signed with 
Japan, but not with Germany yet. 

Mr. Giuwitianp. That is right. 

Mr. Woop. To make the situation a little more palatable, we take 
the $100 million funds from German assets and pay it to the war 
claims arising in the Pacific theater, to return it to this theater for 
claims arising in the German theater, as a more palatable solution. 
Isn’t that it? 

Mr. GrutiLtaNnp. There has been some complaint that we used Ger- 
man money to pay claims against Japan. ‘That is what the situation 
is. And that some of the claims as they have been paid, have been 
processed on claims that could properly be paid from taxpayers’ money 
in any event. 

Senator Jounston. Are there any other questions, Senator? 

Senator Lancer. No more questions. 

Senator Jounsron. I have a letter from the Foreign Claims Settle- 
ment Commission, signed by Whitney Gillilland, chairman, which I 
will insert in the record at this time. 

(The letter referred to is as follows :) 


FOREIGN CLAIMS SETTLEMENT 
COMMISSION OF THE UNITED STATES, 
Washington, D. C., November 28, 1955. 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate, 
Washington, D.C. 

DEAR SENATOR JOHNSTON: This is in response to your request of November 28, 
1955, in which you request the views of the Foreign Claims Settlement Commis- 
sion on the bill, 8. 2227, a bill to amend the Trading With the Enemy Act, as 
amended, and the War Claims Act of 1948, as amended. 

In general this bill would authorize the limited return up to approximately 
$10,000 in value of property seized by the United States during World War II 
which was owned by nationals of Germany and Japan, or by the respective enemy 
governments of these two countries. At the same time the bill would provide 
for the settlement of certain claims by nationals of the United States attributable 
to World War II military operations within the territorial limits of Albania, 
Austria, Czechoslovakia, Germany, Greece, Poland, and Yugoslavia, as these 
limits existed on December 1, 1937. Moreover, the bill would authorize the 
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settlement of certain claims for personal disabilities, injuries, and deaths occur- 
ring on the high seas and attributable to military action by Germany. More 
specifically, the categories of claims, numbering five in all, are as follows: 

1) Physical damage to or physical loss or destruction of property located in 
Albania, Austria, Czechoslovakia, Germany, Greece, Poland, or Yugoslavia in the 
period beginning September 1, 1939, and ending May 8, 1945. Such losses must 
have occurred, under the proposed bill, as a direct consequence of military opera- 
tions of war or of special measures directed against such property because of 
the enemy or alleged enemy character of the owner. The property must have 
been owned directly or indirectly by the claimant at the time of the loss, damage, 
or destruction. Certain items of personal property and intangibles are expressly 
excluded from the types of property, loss of which would be compensable under 
the bill. 

2) Damage to or the loss or destruction of ships or ship cargoes owned by 
the claimant at the time of such damage, loss, or destruction which must have 
occurred as a direct consequence of military action by Germany in the period 
beginning September 1, 1939, and ending May 8, 1945. 

(3) Net losses by insurance companies incurred in the settlement of claims 
for insured losses, including reinsured losses, of ships or ship cargoes as a 
direct conequence of military action by Germany in the period beginning Sep- 
tember 1, 1939, and ending May 8, 1945. 

(4) Loss or damage on account of the death or injury of any civilian national 
of the United States who was a passenger on any vessel engaged in commerce 
on the high seas if such death or injury was a result of military action by Ger- 
many during the period beginning September 1, 1939, and ending December 11, 
1941 (the date upon which the United States declared war against Germany). 
In this general category the proposed bill would also include claims for the loss 
or damage to the property of any such claimant. 

(5) Losses resulting from the removal of industrial or other capital equipment 
in Germany which was owned by the claimant on May 8, 1945, and removed for 
the purpose of reparations, including losses from any destruction of property in 
connection with such removal. 

The subject bill, S. 2227, is identical with H. R. 6970 and H. R. 6730 in the 84th 
Congress. Although the bill does not authorize the payment of claims based 
upon the nationalization, expropriation, or similar taking of property by the 
enemy German Government, the subcommittee may well wish to consider the bill 
in conjunction wtih proposed legislation currently pending on this subject as 
embodied in the bill, H. R. 2233. The asset return provisions of the bill, pages 
1 through 20, although differing substantially in detail, relate to the same subject 
matter found in the bills H. R. 2102, H. R. 3242, H. R. 5840, H. R. 6088, H. R. 6909, 
H. R. 6971, S. 854, S. 995, S. 2226, House Joint Resolution 264, House Joint Reso- 
lution 265, House Joint Resolution 268, and House Joint Resolution 272, all in 
the 84th Congress. 

The asset return provisions of the bill would be administered exclusively 
by the Department of Justice, Office of Alien Property. For that reason the 
Foreign Claims Settlement Commission cannot appropriately comment on that 
portion of the bill. With respect to the provisions of the bill relating to the 
recognition and settlement of claims, which would be administered by the 
Foreign Claims Settlement Commission, the views of the Commission are set 
forth in the statement which accompanied the submission of this proposed 
legislation by the Department of State in behalf of the administration July 7, 
1955. The Commission, of course, favors the enactment of the legislation in its 
present form. 

Payment of the claims authorized in the bill would be made from the German 
Claims Fund created in the Treasury of the United States and to consist of 
umounts covered into the fund totaling $100 million from the moneys to be paid 
to the United States by the Federal Republic of Germany under the agreement 
dated February 27, 1953, settling the United States claim against Germany for 
postwar economic assistance. There would be deducted from this amount a 
sum equal to 5 percent thereof as reimbursement to the United States for expenses 
incurred by the Foreign Claims Settlement Commission and the Treasury Depart- 
tment in the administration of the claims program authorized in the bill. 

According to the best estimates of the Commission, made after a hand count 
of claims against Germany asserted before the Department of State, the Foreign 





G4 RETURN OF CONFISCATED PROPERTY 


Claims Settlement Commission and other agencies of the Government, there 
would be approximately 28,447 valid claims filed. In its study of this problem 
the Commission believes that the total losses with respect to the types of claims 
provxided for in the bill would approximate $214,920,747. This figure is based 
upon the assumption that maritime net losses will total approximately $11,- 
500,000. The following is a table showing the estimated number of claims 
by types and the estimated losses. 


Estimate of American war claims against Germany 


| Number of | 


T whe of claim : 
rype of clain claims 


Amount 


War damage 
Real and person il property . — 20, 004 $11, 900, 687 
C . 


onfisecation ; : : 6, 700 189, 586, 273 
Maritime losses 


Cargo / ; 975 144, 000, 000 | 


Hull ; od thine 325 44, 500, 000 
Ship sinkings 


Death ‘ ‘ owe 28 893, 060 
Personal injury ae. —— ‘ 165 613, 885 
Property losses ; i z . 250 426, 842 1, 933, 787 


Total... = ; ‘ ia 2 28, 447 |... wal 1 $91, 920, 747 


1 This total would be reduced to $214,920,747 if the total net maritime losses, estimated at $11,500,000, 
were used rather than the total of such losses. 


The Foreign Claims Settlement Commission participated in the international 
and intergovernmental agency discussions which gave rise to this legislative 
proposal, furnished a great deal of the technical and legal advice which was 
incorporated in its formulation, and took the leadership in its drafting. The 
proposal was submitted to the Congress by the Secretary of State, and repre- 
sents the executive branch postion within this field of claims settlement and 
has the active and wholehearted support of this Commission. 

The Commission is of the opinion that the enactment of S. 2227 would be in 
the public interest and therefore recommends its favorable consideration and 
enactment by the Congress. 

Under date of November 25, 1955, the Commission submitted an expression 
of its views on H. R. 6750, a bill identical with S. 2227. Informal advice has 
been received from the Bureau of the Budget that there would be no objection 
to the presentation of that report to the Committee on Interstate and Foreign 
Commerce, House of Representatives, and that enactment of such bill would 
be in accord with the program of the President. 

Sincerely yours, 
WHITNEY GILLILLAND, Chairman, 


Mr. Giunittanp. Thank you very much. 

Senator Jounsron. I have two telegrams sent to me by Senator 
Barkley’s office, to be inserted in the record. 

(The telegrams referred to are as follows :) 


PapuCcAH, Ky., November 28, 1955. 
ALBEN W. BARKLEY, 
United States Senate, Washington, D. C.: 


We are wholeheartedly in support of S. 2227 and S. 1405 introduced by Sen- 
ator Clements. The passage of these bills will materially enhance industrial 
progress in western Kentucky and we trust that you will continue your support 
of this legislation at Senate Judiciary Committee hearings on November 29 
and 30. 

ASSOCIATION OF COMMERCE, 
ERNEST MITCHELL, President. 
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[Telegram } 


LEXINGTON, Ky., November 27, 1955. 
Senator ALBEN W. BARKLEY, 
Senate Office Building, Washington, D. C.: 


Understand Senate committee hearing scheduled November 29 and 30 on 
bill returning seized property of former enemies. American Legion Department 
of Kentucky, 1954 convention, unanimously adopted resolution opposing such 
action by Congress as not being in best interests of former prisoners of war. 
We seek your assistance in protesting this proposed legislation as violating 
United States agreement with World War II allies. 

DARRELL B. HANCOCK, 
Department Commander, American Legion of Kentucky. 

Senator JouNstTon. Our next witness will be Dr Ralph W. E. Reid, 
Assistant Director, Bureau of the Budget. 

Mr. Reid, you may proceed. 


STATEMENT OF RALPH E. REID, ASSISTANT DIRECTOR OF THE 
BUREAU OF THE BUDGET, ACCOMPANIED BY WILLIAM CAR- 
MICHAEL, STAFF MEMBER, BUREAU OF THE BUDGET 


Mr. Rem. Mr. Chairman and gentlemen, my name is Ralph Reid. 
[am Assistant Director of the Bureau of the ‘Budget. 1 am accom- 
panied here today by Mr. William Carmichael of the staff of the 
Bureau of the Budget. 

| am pleased to appear before this subcommittee to present the 
position of the Bureau of the Budget with regard to S. 2227 and 
other measures providing for the return of vested assets to their 
former owners. For some time the executive branch has been aware 
of the need for legislation in this area which would further the 
achievement of certain humanitarian and foreign policy objectives 
and be within the limitations imposed by the availabilty of funds and 
sound budgetary policy. 

After careful deliberations among the various agencies concerned, 
including the Bureau of the Budget, and after discussions with 
representatives of the German and Japanese Governments, a draft 
bill was drawn up by the executive branch and transmitted to the 
Congress by the Secretary of State on June 6,1955. This bill, S. 2227, 
would provide for the return of vested German and Japanese assets 
to individual former owners up to a maximum of $10,000 per indi- 
vidual and for the settlement of certain unsatisfied claims of American 
nationals against Germany arising out of the war. I am authorized 
to advise you that enactment of this legislation would be in accord 
with the program of the President. 

In the view of the Bureau of the Budget, the enactment of S. 2227 
would be highly desirable because this measure effectively meets the 
need for a limited return of vested assets without necessitating new 
appropriations or the diversion of funds for that purpose, aside from 
those available in the accounts of the Office of Alien Property. Un- 
like proposals involving the full return of vested assets, such as 

3423 of the 83d Congress or the substantially identical S. 995 of 
the 84th Congress, the limited program for the return of vested assets 
envisaged in S. 2227 can be accomplished within the financial limita- 
tions imposed by the available balances in the vested assets account 
currently held by the Attorney General. 
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In order to appreciate the reasons underlying the provisions of 
S. 2227, a brief review of some of the important landmarks in the 
postwar treatment of vested assets would, I believe, be helpful. 

Aware of the serious difficulties which arose in connection with 
the German reparations program following World War I, the United 
— approached the problem of post World War IT settlements 
with Germany with the idea of limiting reparations primarily to 
Germany’s external assets, thereby relieving her of reparations pay- 
ments from current production and avoiding the indirect. financing 
of reparations by American aid. This approach was embodied in the 
Paris repar ation agreement, signed by the United States and 17 
allied nations—not including the Soviet Union and Poland—in Jan- 
nary 1946. This agreement provided for the retention of German 
external assets by the allied nations and for their disposition in such 
a way as to preclude their return to German ownership and controi. 

The principle underiying the Paris reparation agreement was 
reaffirmed in the Bonn convention of 1952 for the settlement of matters 
arising out of the war and the occupation, between the Federal Re- 
public of Germany, the United States, the United Kingdom, and 
France. Included in the provisions of the Bonn convention is an 
agreement on the part of the West German Government to compen- 
sate its own nationals for their loss of external assets by the vesting 
and other action of the Allied Powers. The provisions of the Bonn 
convention were restated in the Paris protocol of 1954, which was 
approved by the Senate on April 1, 1955, and came into force on May 
», 1955. 

It may also be noted that the Japanese Peace Treaty of 1952 contains 
similar provisions for the retention by the Allies of vested assets in 
return for the waiver of certain war claims against Japan. 

Accepting the principle of the retention of vested assets, which was 
an integral part of our postwar settlement approach and was em- 
bodied in the international agreements to which I have just referred, 
the Congress, in 1948. passed the War Claims Act. According to 
sections 12 and 13 of that act, no assets vested by this Government 
were to be returned to their former owners, and proceeds derived from 
the liquidation of these assets were made available for the payment 
of certain wear claims of American nationals for losses suffered at 
the hands of the Germans and Japanese. Under the terms of the War 
Claims Act of 1948, the Attorney General has covered into the war- 
claims fund, created by the act, a total of $225 million from the pro- 
ceeds of the sales of vested assets for the settlement of such claims. 

From an examination of the developments which T have just out 
lined, three conclusions emerge: First, that there is no obligation that 
the United States return vested assets: second, that the adoption of 
a policy of the full return of such assets would constitute a reversal 
of the policy underlying postwar international settlement and em- 
bodied in international agreements and domestic legislation ; and third. 
that because $225 million from the proceeds of the sale of vested assets 
has been authorized for use pursuant to the War Claims Act of 1948. 
the adoption at this time of a policy of full return would necessitate 
either substantial additional appropriations or the diversion of public 


funds for that purpose from repayments ultimately to be made by the 
German Government. 
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it must also be noted, however, that in recent years the desirability 
ne of a limited return of vested assets to individual German and Japa 
B nese cl aimants has become increasingly evident, particularly in light 





bh | of he communication of Chancellor Adenauer to the P resident of July 
od | 17. 1954, and of talks between the President and Chancellor Adenaver 
ts ia n October 1954 and between the President and Prime Minister Yo 
to ia shida in November 1954. On the basis of these consultations, it has 
y © become clear that an important humanitarian service for individuals 
ig | sulfering hardships could be performed and that our ties of friend 
i ship with the Federal Republic of Germany and with Japan could 
17 , be gre atly stre ngthe ned through a program prov iding for the limited 
n Ss return of vested assets to individual former owners. it was with these 
in purposes in view that, with the cooperation of the several agencies 
ch — concerned with such a program, the bill transmitted to the Congress 
D1. S by the Secretary of State, S. 2227, was drafted. 
as Under the provisions of S. 2227, authorizing the return of assets 
Ts » to a $10,000 maximum per individual, full return would be pro 
e vided for approximately 90 percent of the former owners. Cases in 
nd volving substantial individual hards ships would be effectively dealt 
al with and the major foreign policy objectives of legislation in this ; area 
n mild be accomp ‘lished. It is estimated that the cost of the limited 
ng return program contemplated under the provisions of S. 2227 would 
nn he approximately $57.5 million—50 million for West German assets 
"AS and S7.5 millon for Japanese assets. It is also currently estimated 
ay t after payments which have been made into the war claims fund 
and after due allowances for litigation and outstanding claims there 
ns Il be available in the accounts of the Office of Alien Property ap 
in) proximately S60 million. It thus appears that the limited return 
» program ee in S. 2227 could be accomplished without the 
ras 4 use of funds as from those curre ntly available in the accounts of 
m- ; he Office of Alien Property. 
acl, 4 sv contrast, a full return program, such as that envisaged in S. 905, 
to would involve an estimated additional cost to the ae in th 
nt S iorm of additional appropriations or the diversion of other publi 
ym = funds—of as much as $200 million, and as Secretary Murphy testifie ze | 
nt this morning, that amount could be even larger than that. 
at ; In addition to there _ ing no obligation for the full return of vested 
al | ets, the budgetary consequences of such a program constitute im 
ar § portant grounds for ihuethie the full return approach. 
ro i S. 2227 also contains provisions for the limited settlement of the 
/ ; as vet unsatisfied claims of certain American nationals arising from 
ut ss rman wartime activity. For these purposes it is proposed that a 
vat ; und of $100 million be earmarked out of the sums to be paid to the 
of : U nited States by the Federal Republic of Germany in settle ment of 
sal [| @ its indebtedness for postwar economic assistance from the United 
m- > @ States. This fund would approximately equal in magnitude the 
rd. —§ «mount of the proceeds of German vested assets which have been 
ets employed, through the war claims fund, in —a claims attribut- 
48, | able to countries other than Germany—primarily Japan. It is esti- 
ate } mated that this fund may permit payments to valid American claim- 
slic } ants up to $10,000 each. Such action would be entirely appropriate in 
the } light of the other provisions of this bill. 
2 
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In a letter to this subcommittee dated June 30, 1954, when com- 
menting on the program for the return of vested assets proposed in 
S. 3423 of the 83d Congress, the Director of the Budget stated that: 
the Bureau of the Budget is opposed to the use of appropriated funds to finance 
such a return and is of the view that it should be wholly financed from the 
liquidated proceeds of former enemy assets which have not been paid or au- 
thorized to be paid into the war claims fund. 

The Bureau of the Budget continues to hold that view. 

S. 2227 provides for the return of assets to individual former own- 
ers in the cases where humanitarian and foreign policy considerations 
most strongly indicate the desirability of suc ch action. At the same 
time, S. 2227 does not involve the use of funds for this purpose beyond 
those estimated to be available in the accounts of the Office of Alien 
Property. For these reasons the Bureau of the Budget recommends 
the favorable consideration of this bill. 

Senator Jounsron. I notice you state on page 2: 

The need for a limited return of vested assets without necessitating new appro- 
priations or the diversion of funds. 

I believe you do state there on page 4 that they are earmarking 
$100 million. 

Mr. Rew. Yes, sir. 

Senator Jounstron. What is the difference between earmarking, ap- 
propriating, and spending? That is diverting it; isn’t it? 

Mr. Rem. Yes, sir. In the first instance, sir, we are speaking of the 
vested assets. In the second instance we are speaking of American 
claims. 

Senator Jounsvon. Why can’t you do the same thing under 8S. 995? 
Even if you needed $200 million, you have $100 million coming in 
annually, isn’t that true, under the payback of the debt by Germany ? 

Mr. Reip. Eventually, not at the moment, sir. If I can separate 
these at the moment with respect to the financing, the problem of the 
vested assets, we estimate that approximately S60 million is available 
at the present time in the Office of Alien Property. and that return 
which is recommended would approximate about $5714 million. 

If these estimates are correct, there would be no need for any diver- 
sion of funds or for any new appropriations. If, however, the 
amounts available in the Office of Alien Property should ultimately 
turn out to be less than $60 million or contrarywise the amounts to be 
paid should exceed $57.5 million or whatever should be available at 
the Office of Alien Property, then in that limited contingency we have 
made provision for utilizing certain funds which would be returned 
to the United States from the sale of surplus property to Germany. 

Senator Jounston. You would not be able to testify how many 
years it is going to take? 

Mr. Rem. Yes, sir; although I would say that would be more ap- 
plicable to the question of American claims. 

Senator Jonnston. By then we ought to have more money in this 
fund, interest and principal, that Germany ought to be paying back, 
isn’t that true? 

Mr. Rem. The amounts which the Federal Republic of Germany 
will repay to the United States under present circumstances would be 
covered into the Treasury of the United States in one form or another 
and would become revenues of the Federal Government. 
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Senator Jonnsron. All of the funds that you are earmarking are 
1 the same position, too: isn’t that true? 

Mr. Rem. That is correct, sir. 

Senator JouNsron. So if vou could earmark one you could earmark 
the other and get around making appropriations. 

Mr. Rem. Well, sir, what we are proposing to earmark in the draft 
egislation with respect to American claims is the amount of $100 mil- 
lion which was utilized to pay Japanese claims from assets which were 
originally German, so that we are covering $100 million of those pay- 

ents with this $100 million drawdown of German repayments. 

Senator JoHnston. I believe that is stated in the Secretary of State’s 
letter. 

Mr. Rem. Yes. 

Senator JoHnston. When he sent the proposal] to the Senate. 

Mr. Rew. Yes, sir. 

Senator Jounston. Now to get a clearer picture of it, if you did 
not earmark this $100 million, where would it eventually go if no 
legislation whatsoever were passed ¢ 

Mr. Rem. The Treasury of the United States. 

Senator JoHnstron. So it is money in the Treasury that you take 
aod : } ] 

Mr. Rem. It would be money which would flow to the Treasury, 
yes, sir; under the terms of the agreement. 

Mr. Smiruey. Calling your attention to section 41 of S. 2227, is 
it contemplated - at if the estimate of $60 million is in error. because 
of either of two factors mentioned, is it contemplated that al! of the 
claims will be paid from the repayments for the surplus property 
or just the excess above $60 million? Do you follow my question / 

Mr. Rew. The excess which is above that available in the accounts 
of the Office of Alien Property. 

Mr. Smiruey. Then part of these claims will be paid in dollars 
iid part will be paid in deutschemarks, is that true, if it exceeds 
$60 million ? 

Mr. Rem. We have this situation, that the payments from the 
surplus-property account at the present time are made to the United 
States Government in deutschemarks, of course. 

We have, of course, a comparable situation in which the United 
States Government has a continuing and very substantial need for 
deutschemarks in Germany for which we pay dollars at the present 
time by buying from the German Government for all of our other 
purposes. 

Mr, Smrrney. Is it true from what you have said that some of 
these people may be paid their $10,000 in dollars and others in 
deutschemarks ? 

Mr. Rem. This is in the contingency in which the Office of Alien 
Property is unable to cover these properties in dollars. Now, as I 
have said, we don’t expect the contingency to arise. If the contin- 
gency does arise, then we are into the question of deutschemarks. 

Mr. Smrrury. Yes. Now can I get an answer to my question, 
namely, if it does exceed $60 million, will part be paid in dollars 
and part be paid in deutschemarks? Is that the import of section 41, 
or 1f it exceeds $60 million, will they all be paid in deutschemarks 4 


‘° 
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Mr. Rem. Let me answer you directly, sir, but let me preface it 
by saying that it is our belief that this is an unlikely contingency 
first. 

Secondly, because of the substantial purchases of deutschemarks, 
which the United States makes constantly in Germany for our various 
purposes, the United States Treasury has a modicum at least of flexi- 
bility in the utilization of deutschemarks and of dollars. I cannot 
say specifically at this time what would occur in the contingency 
that you raise, because frankly we don’t expect the contingency to 
arise. 

Senator Jonmnston. Would it not be much better if we used the 
dollars entirely to give them the dollar purchasing power of our 
surplus commodities? Have you thought of that 

Mr. Rew. I am sorry, Senator, could you ask me that again? 

Senator Jonmnston. The great trouble today is selling some of our 
surplus commodities in the United States. That is becanse forei ign 
countries do not have the dollars. 

Mr. Rei. Yes, sir. 

Senator JoHNston. Now would it not probably be better to have 
this entire settlement in dollars? 

Mr. Rei. Well, sir, the Congress has passed Public Law 480 whic ; 
makes available a very substantial quantity of surplus agricultura 
products for sale for local currencies, and we have already conc Indeed. 
as I recollect, 1 of 2 agreements with Germany for the sale of agri- 
cultural commodities for local currencies. 

It is my understanding in that connection that the German Gov- 
ernment has the opportunity to purchase surplus commodities under 
480 and has exercised that opportunity to date to the extent that it 
feels necessary and desirable. 

Mr. Incoupspy. Mr. Reid, what will happen if S. 2227 becomes 
law and Germany fails to make these payments which it is scheduled 
tomake? What will be the result of that situation / 

Mr. Rem. I would say first, sir, that we would fully anticipate that 
the Federal Republic would carry out its obligations. 

Mr. Incotpssy. You did not anticipate th: at last time. 

Mr. Retp. Now, secondly, are you speaking of surplus property « 
are you speaking of 

Mr. Inconpssy. I am speaking of the creation of the $100 million 
fund. 

Mr. Rem. Yes, sir, the GARIOA repayment. We would antici- 
pate that the GARIOA repayment, as was earlier testified, would flow 
in by 1959 or so in quantities sufficient to cover this particular pro- 
gram. This would be only the first 10 percent or so of the total Ger- 
man repayment. We would hope that at least 10 percent would flow 
in before anything untoward occurred. 

Mr. INcorpssy. But if that did not happen, then it would require 
an appropriation, I would assume, to the extent of $100 million or 
whatever the deficit was? 

Mr. Rei. As far as law is concerned, the funds would not be avail- 
able. At that time we would have to meet that situation, yes. 

Mr. Incotpspy. Nobody gets anything, or by coming back and ask- 
ing for appropriation—— 

Mr. Rem. Or by seeking some other source, yes, sir. 
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Mr. Woop. Mr. Reid, your second reason on page 3 for your oppo 
sition to S. 995, full return, which seeks to reestablish the traditional! 
historie policy of the United States with respect to treatment ofl 
alien assets, seized enemy assets, the reason is given that you should 
sustain policy underlying the postwar international settlements em 
bodied in international agreements and the domestic legislation re 
ferring to the War Claims Act of 1948. 

Mr. Rew. Yes, sir. 

Mr. Woop. I take it then that the Bureau of the Budget considers 
the latter short-time policy of the United States as better than the 
policy existing prior to 1948 and which S. 995 seeks to restore as the 
permanent policy of Government! 

Mr. Rerp. Well, sir, 1 would say that the Foreign Claims Act of 
1948 is, of course, the law of the land at the present time. Also the 
ipproach which was adopted by the United States subsequent to 
World War LI is an approach which we in concert with 16 or 17 other 

ations have accepted, 

Mr. Woop. You are acquainted with the testimony of Mr. Dulles 
last year on July 1 and 2, and you have heard the testimony this morn 

ng of Mr. Murphy. 

Did you hear anything that anyone has testified to or read any- 
thing that Mr. Dulles testified to that would sustain the position you 
have taken that this domestic legislation and these executive agree- 
ments would alter the overall policy of the United States ¢ 

Mr. Rem. I am not certain I understand the question fully, sir. 

Mr. Woop. I will reframe it. You read the testimony of Secretary 
Dulles last year on July 1 and 2. You heard the testimony of Mr. 
Murphy this morning that no agreements had been entered into since 
July 2 of 1954, which would alter Secretary Dulles’ testimony that 
there was no executive agreement, no commitment whatever on the 
part of this Government that would alter the overall traditional policy 
of the Government with respect to the treatment of seized alien enemy 
assets. 

Mr. Rei, Are you referring, when you speak to the overall policy 
of the Government, to the policy as framed after World War IT in 
these international agreements / 

Mr. Woop. I am speaking of the policy which S. 995 seeks to return 
he Government to in its full return program as contemplated by that 
nll. 

Mr. Reip. I think my testimony, sir, is directed to the policy of the 
Government as it was framed subsequent to World War IT. 

Mr. Woop. And my first question to you which you have not an- 
swered is this: It is the position of the Bureau of the Budget today 
that the policy of the Government adopted after the passage of the 
War Claims Act is a better policy for the Government to pursue than 
Was the historic policy of the Government prior to the passage of the 
War Claims Act. 

Mr. Rew. Our belief, sir, is the proper policy to follow is that that 


which is proposed In S. 2227. 
Mr. Woop. Notwithstanding the Winslow Act of 1923 and the War 
Settlement Act of 1928? 
Mr. Rew. I think, sir, that goes to the question of the approach 
toward reparations which this Government adopted subsequent to 
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Senator Jounston. We certainly thank you for coming. 

Mr. Rei. Sir, I appreciate the opportunity. Thank you. 

Senator Jounstron. I believe there are two gentlemen here, Dr. 
Hans J. Spanner and Dr. Edmund Germer. They have a letter and 
a written statement. You may proceed. 


STATEMENTS OF DR. HANS J. SPANNER AND DR.EDMUND GERMER, 
IRVINGTON, N. J. 


Dr. SpANnNrR. Senator, We are very, very thankful to you for your 
and the other Senators’ endeavor to bring back to us all the money, all 
the patent values and other rights which we have had lost for 13 years. 
The war is over since May 1945. We ask Congress respectfully to pass 
as soon as possible a law that we get our values back in order to 
make many more important inventions in our laboratories after we 
could not work in them more because the Russians took one laboratory 
and the laboratory of the Spanner Vapor Lamp Co. in New York was 

taken from us by illegal method and up to now we have not had the 
possibility to sue the ‘party which has taken this laboratory. 

Your own great inventors, like Edison and Ford, have shown to 
the world that only with own money the inventor can open a factory 
in order to show to the bankers and to the whole world what real 
value is in their invention. We have always used our own money 
in order to make the following important inventions: (1) the hydro- 
ven tube for radar with barium hydride, (2) the fluorescent lamp 
which has brought up by its marvelous light and its 4 times economy 
the production of the world more than 10 percent. There is nobody 
besides us who has achieved such a progress for the world. (3) the 
high-pressure vapor lamp with its blue moon light brought the only 
possible night illumination in which you can see clear so that safety 
on the roads has been improved many times by using this ]: my which 
Spanne r Vapor Lamp Co. has shown first on February 10, 1934, in 

231st Street in New York and on March 8, 1934, in the City Hall 
installed with the approval of Mayor LaGuardia. 

This same invention protected by us with more than 20 patents has 
made the old quartz burner so simple that it is nowadays manu- 
factured by about 6 United States companies as sun lamps, ultra- 
violet and infrared lamps and as high-noon suns, curing millions of 
people and protecting people from germs, the same as our germicidal 
— hs essure lamp, similar to our fluorescent lamp. 

4) One of the greatest problems in radio during the twenties years 
was the indirect heating of the radio tube so it could be reli: ibly used 
for radio sets connected to supply lines and no more to batteries. 
The whele world enjoys radio and television with these tubes, and we 
have to wait 9 years after the war in order to collect our money, only 
because we were born by German parents and were compelled by 
political gangsters who partially have been strangled for this to take 
the uniforms at an age of 40 years. 

We hope that in the course of this year we can reopen our labora- 
tory here in the United States. 

(5) The new field of hot conductors and of simple gasfilled reeti- 
fiers was opened by us in 1924 and 1926. 

Our fellows, the workers of the Western World, have the right to 
ask from us many new inventions, so that their work can be simplified, 
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that they can be cured from the bad-air poisoning and from the lack 
of sunshine in factories; they want to enjoy radio and television, 
they want to have the best light, also during the d: aytime, and they 
want automatic machines with new rectifiers and special circuits with 
vot conductors. The unions of United States are for the moment 
not aware of the fact that people like we can help them so much, 
nut if they would he asked they would be astonished why | nited 
States against their own interest for the interest of a few State 
employees has blocked the assets of Germans who have been the 
bridge from Germany to the United States and who have had only 
friends here in this country. 

The prisoners were given back after the war as soon as possible, but 
the money and the other assets were not given back. Even nowadays 
you ean find in the public library in New York the announcement that 
ill patents from Germans can be used for $15 apiece, as if we would 
be at the end of the technical century. As Edison said once we inven 
tors can give for all organs of the mankind more and more in order to 
avoid wars and in order to fight against depression by bringing new 
nventions on the market which stimulate the market of other products, 
only one should not produce too much to eat because the stomach as the 
( nly organ of the human being will bring this “too much” back. 

Let the world work and play always bringing new inventions into 
the hands of the mankind, keep the bodies of the mankind he: althy and 
they will be h: ? py, will start no quarrels and wars, no depression will 
come because by the inventions they have found better possibilities to 
enjoy life. 

Therefore, we ask to publish this article and to give to every Sen 
ator a copy of this article and we respectfully ask all of them to help 
the world of civilization to further progress by withdrawing the old 
‘ols and substitute it by a new law of progress. The Bundesrepublik 

has shown to the world what the Germans really mean when they have 
free elections: even surrounded by the bayonets of the Russians f. i. 
in Berlin, but not touched by the Gest: ipo methods of their compe Hed 
German fellows among them, they have voted more than 95 percent 
tor democracy and friendship to the Western World. 

We are engineers; we have simple methods to think and we want to 
give you the following points why Congress has to vote for the new 
= by vour honor, Mr. Dirksen. 

. President Eisenhower and, half a year later, the Department of 
ia tice, upon the request of Chancellor Adenauer have not only given 
free all the money and assets hidden by German and U nited States 
a us in this country, but they have also sus pended all punish 
ment for these illegal people. As a matter of logic Congress has to 
vote that the legal Germans have to get the same right as the unlegal 
ind therefore, the money and patents could not more remain vested by 
the APC and the German inventor must have the right to sue the 
Bundesrepublik for the damages he has suffered that he could not 
enforce his patents, at least immediately after the war. 

The Bundesrepublik cannot ask that espec lally the inventors who 
need their money for the progress of the world pay the reparations 
for 99.9 percent of their countrymen. They cannot ask to get the 
vested money into their hands so that they pay with this money also 
he reparations. We live in a world which differs mainly from the 
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communistiec world by the holiness of private property. There is no 
vreater difference. The Bandestegiabelil being the suecessor of the 
socialistic Hitler cannot come and say with Hitler: The individual 
does not interest, only the progress of the nation interests. They can 
not build houses with the money they owe to people who have brought 
before the war their export, espec it ally the so-called quiet export for 
patents. 

There are other means to build houses for the refugees by increasing 
the prices for rent so that private companies are interested to do it, 
as it is in other countries hke Switzerland. The refugees should be 
put into factories which might manufacture new products which are 
of interest to the outside world. 

The Frankfurter Allgemeine Zeitung of November 1952 has pub- 
lished a long article that everybody should be treated the same, no 
matter whether the Communists under their laws have lawfully con- 
fiseated their fortune or whether the money of these people was vested 
in the Western World so that 100 percent of the value would be used 
to pay 100 percent of the reparations 1952. There is a great dif- 
ference whether the assets were stolen lawfully in 1945 with the RM 
currency or whether in 1954 the Bundesrepublik received a peace treaty 
in which is said that United States of America would take as first 
installments for reparations the money which still exists here and has 
the valne under a government which is the most ardent enemy of 
communism and confiscation. 

The official paper Frankfurter Allgemeine Zeitung wants to pay 
to us in about 5 years a little reward. President and Department of 
Justice at the request of Chancellor Adenauer have begun to run the 
road in one direction for illegal people, they have to run in the same 
direction and not in opposite direction for the legal people, in the di- 
rection of confiscation like communism. 

2. It is nowadays clear that in Germany have been many guilty 
people, some of them having been punished like gangsters; these gang- 
sters have had 90 percent of the German people under their pistol 
threat with concentration camps, et cetera. Not the kidnapped man 
is guilty; he has the right to sue for damages. The gangsters have to 
pay and, therefore, the Nazi princes, a part of the industry leaders, 
the militarists especially the noble class landowners, they can be com- 
pelled since the end of the war by the oceupation troops to pay the 
reparations. No child can understand that the friend of the United 
States of America should pay and should be punished because he 
created world trade and growing up of industries in the United States 
of America. No child would punish the friend, he would punish 
the enemy. 

It was not a war of Germany against the United States of America, 
it has been a war of nazism against the United States of Americ: 
Even a kidnaped man can be compelled by gangsters to shoot against 
police and still he is not guilty and will not be punished. We have 
to say that we have been astonished that only a few Nazis were 
punished and had to pay a part of their fortune. We are not willing 
to pay for these people, because we need our money for the same sake 
as before the war, for the progress of the western world. 

3. Russia returns nowadays war criminals, even to West Germany, 
and the United States of America still withholds for 9 years the money 
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of their German friends and cooperators; it could be figured out what 
the damage to the United States taxpayer is by holding up the special 
world trade of ¢ reating industries from one country to the other and 
by exporting by established groups. A real Nazi never wanted to 
see another country and never engaged in building up industries in 
foreign countries. We as inventors were the enemies of Hitler and 
he passed a law that transplantation of industry from Germany was 
forbidden. 

The Bundesrepublik is really very thankful to the United States 
of America that the United States of America paid 10 times more 
money to them as was vested by APC, but this money was paid also 
to the Nazis, and on the other hand, the money of the people who had 
to suffer so much under the Nazis is kept by the United States of 
America, might be considered as reparation and the loser in amount 
and in time is a friend of the United States of America to whom a 
reward should be given. 

Thank you and the other Senators again. 

Senator, we are Medalists of the Franklin Institute (1954) for our 
invention regarding fluorescent lamps. We have made many other 
important inventions, like high pressure mercury vapor lamps for 
illumination or for reproduction machines, sun lamps, and other thera 
peutical lamps. Inventions for radio tubes, rectifiers, and so forth, 
peutical lamps. Inventions for radio tubes, rectifiers, et cetera, 
which have been of the greatest value and advantage for the United 
States of America. Before the war-we had here our own companies. 
We have been always the best friends of the United States of America 
and we have been anti-Nazis. The APC has confiscated our property. 

We are taking the liberty to ask you several questions: 

Does the United States of America sally want to hinder further 
on the progress of the Western World i keeping confiscated money 
and patents of inventors, after, for example, Mexico is delivering all 
assets to all Germans? Premier Faure of France declared at the 
summer Geneva Conference that the war, according to the Yalta Pro 
tocol, was not fought against Germany but against the Nazis. Does 
the United States of America really want to keep up a law which was 
passed in the war hysteria? What shall our children say to this fact 
that the wrong ones were punished? The Adenauer regime is only 
willing to pay us after further 10 years 5 percent of our confise ‘ated 

property. Whom shall we and the workers of the Western World 
ea expect from us new important inventions in order to simplify 
their work and to give them more joy of life) consider as confiscators 
and profiteers of these assets which belong to us as trustees of the 
technical century ? 

We do not live in a communistic world of confiscation. The private 
property is still holy in the Western World. Is it true that the Ade- 
nauer regime has offered our money and our patents to your State 
Department by receiving their consent for our money not to have to 
pay reparations for the ‘Jost war so that they are in the position not 
to confiscate at least partially the money of the Nazis and their princes 
and industry magnates and, on the other hand, to pay after a lost war 
out of the remaining about 25 percent of the people’s property 100 
percent pension, for example, to Nazi officers while the others shall 
get only 5 to 10 percent for their losses? 
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If the old law is not abolished at least for German inventors the 
losses for the free world would be enormous, since we could not reopen 
our laboratory and make new inventions as in the past. We would 
have to consider the United States as the confiseators of 95 percent if 
the United States does not ask the Bundesrepublik in the peace treaty 
to pay these 95 percent to us. The Bundesrepublik always would say, 
otherwise, that they had not confiscated our money in the United 
States of America and they will pay to us the 5 percent as “an act 
of grace.” 

Finally, we want to mention that there is a bill, No. 101 or 101A, 
according to which German property could be returned to Germans 
of whom the property against the law had not been turned over to the 
APC during the war. Furthermore, this bill shall contain a paragraph 
that these persons not having turned over property of Germans to 
the APC should be free of penalty. The comparison of these two 
facts ((@) confiscated money, (6) freed hidden money) seems to be 
peculiar. Such property of Germans which was hidden and _ not 
turned over to the APC during and after the war has to be returned 
to the German owners according to bill No. 101A (the German owners 
of such hidden property can collect their property even by means of 
a lawsuit and probably they can ask for getting interest payment for 
the time at least before and after the war), but, on the other hand, 
legally turned over money to the APC is still confiscated. 

Senator Jounsron. Thank you very much. 

Next we have Messrs. Donald D. Connors and Gregory A. Harrison. 
You may proceed: Senator Bible spoke to me about their appearance. 


STATEMENTS OF GREGORY A. HARRISON AND DONALD D. CONNORS, 
JR., BROBECK, PHLEGER & HARRISON, SAN FRANCISCO, CALIF. 


Mr. Harrison. Thank you, Senator. Mr. Connors and I appear in 
support of bill S. 854 that is to say, Sen: im bill 854—as amended 
to include Senator Bible’s proposed amendment that would make the 
right of revesting provided for in Senate bill 854 applicable to Ameri- 
can citizens who were formerly German nationals. 

Our particular interest in this matter has to do with the property 
of Mrs. Friederike Strachwitz, property which had its origin in the 
estates of former United States Senators Sharon and Newl: ands, both 
of Nevada. 

We will, then, if you please, summarize briefly the plight of Mrs. 
Strachwitz. 

On January 6, 1943, pursuant to the Trading With the Enemy 
Act and by virtue of vesting order No. 632, the Alien Property Cus- 
todian vested the right, title, interest, and estate of Friederike 
Strachwitz by the Union Trust Co., of the District of Columbia. 
There are, it seems to us, compelling reasons for the return of this 
property to its rightful owners. 

First, the property involved is and always has been in the United 
States and came into Friederike Strachwitz’ possession from Ameri- 
can citizens by devise and descent. 

Secondly, Friederike Strachwitz herself is a citizen of the United 
States, as are her husband and children. 
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In the third place, the property consists, in part, of Treasury bonds, 
which represent specific governmental ob haath which should not 
be dishonored. 

And finally, as a United States citizen Mrs. Strachwitz is paying 
reparations which she would not be obligated to pay as a German 
citizen. 

(1) The property involved is and always has been in the United 
States, and has never been reduced to possession by the Alien Property 
Custodian. 

The property contemplated by vesting order No. 652, that is to say, 
the corpus of the Strachwitz trust, had its origin in the estate of Hon. 
William Sharon, former United States Senator from Nevada, but 
came into the possession of Friederike Strachwitz, his great-grand 
daughter, through three main channels: 

(a) The will of Friederike’s mother, Frances Newlands von 
bredow, the daughter of Hon. Francis Newlands also a United States 
Senator from the State of Nevada: 

(4) The will of Frederick William Sharon, the grandunele of 
Friederike Strachwitz and the son of Senator Sharon: and 

(c) The testamentary trust created by the will of Senator Frai 
G. Newlands, the grandfather of Friederike Strachw itz 

This property, by an indenture dated February 22, 192%, was covered 
into a trust by virtue of which the annual income was to be paid by the 
Union Trust Co., as trustee, to Friederike and her children. At Frie 


de ae ’s death, the property is to be distributed as her wil ured! ts: 


? 
i 
fa Ing such a dieponits On, remainders are estab lished in her heirs 


it law, 

The pri ine ipal assets of the trust are the stocks of the family COl 
porations organized by Senator Sharon and later managed and ex- 
panded by Senator Newlands, together with real estate and common 
stocks. The interests of Friederike Strac wit in the family corpora 
tions are so intermingled with the ownerships of other U nited States 
citizens that fractional shares are involved. In addition to the family 
corpors ations, about $350,000 of the corpus represents United States 
tr reasury bonds, and another $200,000 represents obligations of several 

ates and cities. 

“All of the property in the corpus of the Strachwitz trust is now 
and always has been in the United States; it is also true that Nazi 
officials of the German Government importuned Friederike and her 
husband, Alexander Strachwitz, to deliver the property to Germany, 
but at the risk of imprisonment this order was re Fused by Mr. and Mrs. 
Strachwitz. 

Furthermore, this property—that is, the corpus of the trust—has 
never been reduced to the possession of the Alien P rope rty ¢ ‘ustodian 
or his suecessor: it is still in the area of the American trustee, the 
Union Trust Co., of the District of Columbia. 

(2) The United States citizenship of Friederike Strachwitz: The 
mother of Friederike Strachwitz, Frances Newlands von Bredlow, 
vas born in the United States and until her marriage to a German 
citizen in 1906 was a citizen of the United States. A few months 
after the birth of Friederike, Mrs. von Bredlow died. Since it was 
Friederike’s mother rather than her father who was an American 
citizen, Friederike never received the dual citizenship to which she 
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would otherwise lave been entitled under Revised Statutes 1993, 
from birth was a citizen of Germany. 

Friederike Von Bredow and Alexander Strachwitz were married 
on February 24, 1927, and until his naturalization Alexander Strach- 
witz was a German citizen. 

However, in 1947, after fleeing Germany under conditions and 
privations which defy succinct expression, Friederike Strachwitz and 
her 6 children entered the United States, and in 1952 Friederike 
Strachwitz and the oldest daughter, Frances, attained United States 
citizenship by naturalization at the district court at Reno, Nev. In 

1953, Alexander Strachwitz, who followed his wife to this country 
in 1948, and the other children were likewise naturalized at Reno. 

At the present time, Christian Strachwitz, the elder son, is a soldier 
in the Army of the United States serving abroad, and the only other 
son, Hubertus, is now a midshipman at the United States Naval 
Ac ademy at Annapolis, Md. 

(3) The Treasury bonds represent specific governmental obliga- 
tions which should not be dishonored. 

Further, as mentioned above, some $350,000 of the corpus repre- 
sents United States Treasury bonds. It has been sala demon- 
strated before the earlier Subcommittee To Amend the Alien Property 
Act that the policy of nonreturn of vested property was conceived 
and furthered by the Treasury Department.’ It consequently seems 
exceedingly harsh and most inequitable that one branch of the United 
States Treasury asked for and received authority totally to confiscate 
so-called enemy property while simultaneously another branch of the 
United States Treasury was borrowing money and obligating itself 
to repay that money from those very individuals whose property the 
other branch of the Treasury was confiscating. 

The Alien Property Office has said 2 that whenever possible they 
did not vest the proceeds of a national service life insurance policy 
pecause— 


but 


it would be unfair to seize the fruits of an agreement between a member of the 
Armed Forces and another Government agency—the Veterans’ Administration. 
Applying that same reason here, the foregoing conclusion seems 
compelled. 

(4) As a United States citizen, Mrs. Strachwitz is paying repa- 
rations which she would not be obligated to pay as a German citizen. 

By the Bonn Convention of 1952, and the Paris protocol of 1954, 
the State Department relieved Germany of reparations payment from 
current production, and thus is said to have avoided the indirect 
Sai me of reparations by the United States. By that convention, 
too, it was agreed that the Federal Republic of Germany compensate 
its own nationals for their loss of external assets by the vesting or 
other action of the Allied Powers (letter of John Foster Dulles to 
the Vice President and the Speaker of the House, dated June 6, 
1955). 

If, then, Friederike had retained her German citizenship, that 
Government may have reimbursed her for the loss of her property; 
since, however, Mrs. Strachwitz has been granted United States citi- 
zenship, she is entitled to no relief from the German Government. 





LP, 12, final renort of Senate Subcommittee To Examine and Review the Administration 
of the Trading With the Enemy Act, Senator Everett M. Dirksen, chairman. 
2 Ibid., p. 30. 
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And so, Mrs. Strachwitz, by gaming United States citizenship, 

ind herself in the unique position of direc tly financing repar: ions 
since it was (in part) the retention of her property on which the 
U nited States relied to absolve Germany from the payment of repara 
tions. To put it shortly, Mrs. Strachwitz has paid a heavy price 
ndeed for her United States citizenship. 

We submit that those who drafted the Bonn Convention and the 
Paris protocol did not contemplate that their intended mild provisions 
would have such a singular and inequitable effect. 

And, aside from any treaties, the plain fact of Mrs. Strachwitz’ 
United States citizenship, and that of her husband and children, en 
titles her and them to all the consequences of that citizenship: it en 
titled them to their property and to the full enjoyment of it. Isn't 
t absurd, gentlemen, that this Government would seek to withhol ; 
from a midshipman at Annapolis a remi ainder in property located i 
he United States simply and only because his mother and father re 
sided in Germany 10 years ago ¢ 

S. 2693: Although we support, and support wholeheartedly, S. 854, 
ind the philosophy which underlies it, we wish to comment very briefly 
on a private measure, namely, S. 2693, introduced late in July 1955, 
by Senator Alan Bible. This bill for the relief of Friederike Strach- 
witz provides that the Government may retain the moneys paid to it 
to date by the trustee, some $417,000, but that the Vesting Order No. 
632 be simply abrogated and canceled. Thus, this bill requires no 
appropriation but otherwise the relief which it affords to Mrs. Strach 
witz is identical to that to which she would be entitled under 8. 854. 

Also late in July 1955, a companion bill (H. R. 7785) was introduced 
in the House of Representatives by Congressman Cliff Young, of 
Nevada. 

Reports from the executive branch have been received on these 
private bills, and we wish to address ourselves, quickly, to these 
reports. 

Both the Treasury and the Foreign Claim Settlement Commission 
decline comment upon the bills; these branches say simply that the 
bills are outside their sphere of influence. 

Hlowever, the Departments of State and Justice and the Burea 
of the Budget profess themselves unable to recommend enactment of 
the private legislation, but for the reason that so to do would accord 
Mrs. Strachwitz a preference over others in her class. Since Mrs. 
Strachwitz and her family are United States citizens, we venture to 
suggest that the Department of State has no more interest tn this 
measure than does the Treasury, but, passing this aspect of the matter, 
: is patent that this objecion may not be raised against S. 854: for 

he latter bill deals with the broad class which includes Mrs. Strach 
witz, and affords uniform relief to all in that class. And we agree 
that if there are others in the same class as Mrs. Strachwitz, then a 
class bill should be enacted. We wish to point out, however, that we 
are constrained to feel that the objections of the executive branches 
are based upon the false premise that S. 2693 would treat Mrs. Strach- 
witz preferentially “over thousands of German citizens,” to quote the 
report of the Justice Department. 

Mrs. Strachwitz, as we have said, is not a German citizen: she is as 
much a United States citizen as is anyone in this room, and her rights 
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to her United States property are no greater nor no less than are the 
rights of any of us to our property. 

The Department of Justice has raised another point which we wish 
to dispose of once and for all. That Department says in its report: 

It appears that Count Strachwitz, her husband, was a member of the Nazi 
Party and an officer in the German Army. 

The short answer to that assertion is simply that we are not here 
concerned with the property of Mr. Strachwitz except as to a possible 
remainder or inheritance; we are concerned mainly with the property 
of Mrs. Strachwitz. Furthermore, Mr. Strachwitz has been afforded 
United States citizenship, and his citizenship, we maintain, is Just as 
good as that of any other citizen and entitles him to the possession of 
his property and to the protection of the courts and the Congress. 

And even beyond this, if Mr. Strachwitz had been a bona fide mem- 
ber of the Nazi Party or a career officer (and a dedicated one) in the 
German Army, citizenship would have been denied him under the 
postwar policy of both the De — nt of State and the Immigration 
and Naturalization Service. Mr. ‘achwitz joined the Nazi Party 
only because his property would ey been confiscated had he not 
joined; he attended only the compulsory yearly meetings, and was 
opposed completely to the Hitler regime. As a matter of cold fact 
(and the State Department can corroborate this), Mr. Strachwitz was, 
by the Allien Military Government of Germany, cleared of Nazi 
afliliation as early as 1947, and was placed in category LV, one of the 
results of which was that there was no confication of personal or real 
property against Mr. Strachwitz by the military government. His 
army service was limited to about 6 months of active duty, and he was 
separated long before V—E Day. 

In short, when the Government of the United States conferred citi- 
zenship upon Mr. Strachwitz, that gesture finally disposed of these 
stale, half-tone allegations of ni wism, and that tendering of citizen- 
ship, we say, is just as binding upon the Attorney G eneral and the 
Alien Property officer as it is upon all foreign governments, from 
which foreign governments the United States is now obligated to 
protect Mr. Strachwitz. 

And further, Mr. Strachwitz’ farm in Silesia has been confiscated 
by the Polish satellite state, and thus he finds himself in the unique 
position of being one of the only persons who is being discriminated 
against by both the Government of the United States and the govern- 
ment of a Communist country. 

Conclusion: In conclusion, we wish to say that the property in- 
volved here is and always has been American property. Both legal 

and equitable title are now held by United States citizens, and indeed 
the legal title has never been in other than citizens of the United 
States. Finally, as a United States citizen, Friederike Strachwitz is 
paying reparations which would have been forgiven her had she re- 
tained her Germany citizenship. Precious as is citizenship in the 
United States, this seems a heavy and unique price to pay for it. 

Senator Jounsron. We certainly thank you for this statement 
which shows the far-reaching effect of the present policy of with- 

holding of these vested assets. 

Senator Lancer. I would like to ask you one question, Mr. Harrison. 
When was this property vested by our Government ? 
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Mir. Harrison. In 1943. 

Senator Lancer. Thank you very much. 

Senator JoHnsron. Dr. Joseph E. Dayan. Dr. Dayan, you may 
proceed, ' 


STATEMENT OF JASON E. DAYAN, ON BEHALF OF EMPLOYEE 
GROUPS OF THE GENERAL ANALINE & FILM CORP., ACCOM- 
PANIED BY CLIFFORD HERRICK, REPRESENTING EMPLOYEE 
GROUPS OF THE OZALID DIVISION; AND CURT M. ELSNER, REP- 
RESENTING GENERAL ANALINE SUPERVISORS ASSOCIATION, 
LINDEN PLANT 


Mr. Dayan. Gentlemen, my name is Jason Edward Dayan. Iam a 
chemist employed as a production supervisor at the Rensse Jaer, New 
York plant of the General Aniline & Film Corp. lama ilso chairman 
of our superv isors’ association’s Committee for the Sale of General 
\niline & Film Corp. to Private American Management. 

I am here to present to this committee the viewpoint of a large cross 
section of the employees of our company. ‘These employees have dele 
gated me to appear before this committee and present their viewpoint 
on the legislation under your consideration here today. 

I might add that on my right are two further representatives from 
these emplovee org: nizations, Dr. Clifford Herrick from the Ozalid 
division of our company, and Mr. Curt Elsner from the Linden, N. J., 
plant of the dyestuffs and chemical division. They also are willing 
to answer any questions you may wish to ask them. 

Senator Jounston. Do you work for the corporation ¢ 

Mr. Dayan. Yes, sir. 

lor the record I would like to name the various employee groups 
of the company which I am representing. 

Senator Jounstron. What is your official position e 

Mr. Dayan. Iam a chemist and employed as production supervisor 

t the Rensselaer, N. Y., plant. 
Senator Jounston. May I ask your salary? 
Mr. Dayan. Yes, sir; it is $9,000 plus right now. I would like to 
sk if I could, to include in the record the names of the various groups 
\ hic h I represent so that you will know who we are referring to. 

They specifically are: 

1. General Aniline Supervisors’ Association, dyestuff and chemical 
division, Rensselaer, N. Y. 

2. General Aniline Supervisors’ Association, Linden, N. J., plant of 
General Aniline & Film Corp. 

+. Techanical staff of Ozalid division, General Aniline & Film 
Corp., Johnson City, N. Y. 

!, Employee group at the Central Research Laboratories at Easton, 
Pa., of General Aniline & Film Corp. 

». General Dyestuffs Co. and Antara sales divisions employees 
croup, dyestuff and chemical division, General Aniline & Film Corp.., 
135 Hudson Street, New York, N. Y., and sales offices at Providence, 
‘. I., Charlotte, N. C., Philadelphia, Pa., Chattanooga, Tenn., Chi- 
cago, Ill., and San Francisco, Calif. 

6. Research and development staff, Ansco division, General Aniline 
& Film Corp., Binghamton, N. Y. 
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To further confirm my authorization for representation of the 
groups I have named, I wish to make the letters of official authoriza- 
tion a part of the committee’s record. 


I have those present with me and would like to turn those over, if 
I may. 


(The documents above referred to are as follows:) 


GENERAL ANILINE SUPERVISOR’S ASSOCIATION, 
Linden, N. J., November 22, 1955. 
Dr. JASON E. DaYAN, 
Care of Supervisors’ Association, 
GAF, Rensselaer Plant. 


Drak Dr. DAYAN: In accordance with a decision of the executive board of the 
General Aniline Supervisors Association of the Linden plant, I have been re 
quested to confirm our understanding with you to act as our representative and 
spokesman before the scheduled hearings to be held in Washington on November 
29 and 30 by the Senate Judiciary Subcommittee in regard to legislation now 
pending before that committee in respect to bills S. 1405 and S. 2227. 

It is the firm conviction of our executive board that legislation in the sense of 
these bills is desirable, based upon the adopted resolution of our full member- 
ship. 

Therefore, this letter will serve to authorize you as our representative in 
respect to the above legislation for the purpose of securing action for the eventual 
passage of either bill S. 1405 or S, 2227. 

We will be glad to provide any further additional information or confirmation 
of this letter to the subcommittee if it so desires. 

You understand, of course, that our membership is opposed to the present 
Kilgore-Dirksen bill, namely S. 3423, which would authorize return of our com- 
pany to a foreign interest. 

Sincerely, 
Curt M. ELSNEr’ Neeretarm, 


CHENANGO Forks, N. Y., November 25, 1955. 
Dr. JASON BE. DAYAN, 
General Aniline Supervisor's Association, 
Dyestuff and Chemical Division, 
General Aniline & Film Corp., Rensselaer, N. Y. 


DeAR Str: As you know, I have been asked to be spokesman for a substantial 
number of employees here at Ozalid, including nearly all of the technical staff, 
at the hearings before the Senate of the Subcommittee on Trading With the 
Enemy Act starting next Tuesday. Since the views held here at Ozalid and 
those which you are to present on behalf of the General Aniline Works are 
similar, I will appreciate your speaking for the Ozalid employees as well. 

Very sincerely yours, 
C. E. Herrick, Jr. 


NOVEMBER 21, 1955. 
To Whom It May Concern: 

We, the undersigned, do hereby designate Dr. C. E. Herrick, Jr., to act as our 
spokesman in the hearings scheduled to begin on November 29, 1955, before 
the Senate Subcommittee on Trading With the Enemy Act. 


(Signed) Rupy BEercer 
(And 55 additional signers). 


GENERAL ANILINE & FILM Corp., 
CENTRAL RESEARCH LABORATORY, 


Easton, Pa., November 28, 1955. 
Dr. JASON DAYAN, 


Albany, N.Y. 


DeAR Mr. Dayan: Enclosed herewith is a petition circulated among all classes 
of employees of Central Research Laboratory, General Aniline & Film Corp., 
Easton, Pa., urging Congress to take the necessary steps to sell the corporation 
to private American management. This petition has been signed by 93 percent 
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of the employees of the laboratory; and if we exclude those unavailable because 
of illness, vacations, etc., the figure is 96 percent. 

We understand that you will attend the hearings of the Senate Judiciary Sub 
committee in this matter next week. We request and authorize you to present 
this petition on our behalf and to speak for us at the hearing. 

Very truly yours, 
Saul R. Bue 
Sau. R. Bue 
Raymond E. Walters 
RayMonpD E. WALTERS 


GENERAL ANILINE & FILM Corp., 
DYESTUFF AND CHEMICAL DIVISION, 
New York, N. Y., November 238, 1955. 
Dr. Jason E. DAYAN, 
Chairman, Committee for Sale of 
GAF Corp. to Private American Ownership, 
Albany, N.Y. 

DearR Dr. DAYAN: This will serve to authorize you to speak on behalf of the 
employees of Antara Chemicals & General Dyestuff Co., divisions of General 
Aniline & Film Corp., in favor of the proposed legislation to effect the immediate 
sule of General Aniline & Film Corp. to private American ownership as embodied 
in bills S. 1405 and S. 2227. As you know, the employees of our groups have 
already indicated their strong feeling on this matter in the petitions which over 
“) percent of our groups have signed. We will be happy to provide any further 
information which the subcommittee may desire in this matter. 

We feel you should also understand that we oppose the solution as proposed 
in bill S. 3423 which would permit returning our company to foreign contro! 

Very truly yours, 
Eugene Eckert, 
EUGENE ECKERT, 
Chairman, Subcommittee, General Dyestuff Co. & Antara Chemicals 


ANSCO, 
Binghamton, N. Y., November 23, 19565 
JASON E. DAYAN, 
Albany, N.Y. 

DeaR Mr. Dayan: It is my understanding that you are going to testify in 
Washington, D. C., on November 29-30 on the sale of General Aniline & Film. 
I have recently conducted a survey of the opinion at Ansco in connection with 
the petition forwarded to you this day. There is no question in my mind that 
at least 90 percent of us are in complete agreement with your proposal and would 
be glad to have you represent us in Washington on this matter. 

Very truly yours, 
Vsevolod Tulagin, 
TULAGIN, 
New Process Research Department 


Mr. Dayan. I would also like to request that the petitions signed 
by the groups at the central research laboratories, Ansco, and the 
General Dyestuffs divisions of General Aniline be included. In each 

‘ase over 90 percent of the total personne! concerned have signed the 
petitions. You already have in your files communications from the 
other three groups, indicating the same unanimity of opinion on the 
matter. 

Senator Jomnsron. That will be included for the files. 

Mr. Dayan. Thank you, sir. 

(The documents above referred to are as follows :) 

1. We, the employees of the central research laboratories of General Aniline 
& Film Corp., located at Easton, Pa., have noted with ever-increasing concern 
the gradual deterioration of our corporation’s competitive position. We believe 


that this is primarily due to the many restrictions placed on our management 
because of the corporation's indefinite status under Government ownership. 
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In the interest of our country’s welfare and of the future security of ourselves 
and our coworkers, we urge that everything possible be done to effect the sale 
of the corporation to private American management by the coming session of 
Congress. We, therefore, urge the passage by the Congress of whatever measures 
are necessary for the legal attainment of this objective. 

Signed by 95 employees of Central Research Laboratories of General Aanaline 
Film Corp. 


1. We the undersigned, are a representative group of Ansco technical personnel, 
mostly of the research and development department. We are in sympathy with 
the General Aniline Supervisors Association's efforts to have the General Aniline 
& Film Corp. sold to private American enterprise as soon as possible. We there- 
fore have signed the enclosed petition. 

2. We, the employees of the Ansco division of General Aniline & Film Corp., 
have noted with ever-increasing concern the lack of progress in our corporation's 
competitive position. There can be little doubt that this is primarily due to the 
many restrictions placed on our management because of the corporation’s in- 
definite status under Government ownership. 

In the interest of our country’s welfare, and of the future security of ourselves 
and our coworkers, we urge that everything possible be done to effect the sale 
of the corporation to private American management by the coming session of 
Congress. 

3. We, the employees of the Ansco Division of General Aniline & Film Corp., 
urge immediate adoption by Congress of an amendment to section 9 (a) of the 
Trading With the Enemy Act, which would permit sale of the corporation (and 
others similarly situated) to private American ownership, notwithstanding the 
existence of claims pending against them by former stockholders. The proceeds 
of such sales could be reserved to satisfy any awards subsequently made to 
claimants by the courts. We feel that action of this nature is a fair and equitable 
solution to this serious problem. 

Signed by 43 representatives of Ansco Technical Personnel. 


1. We, the employees of General Aniline & Film Corp., located at 85 Tockwotten 
Street, Providence, R. I., have noted with ever-increasing concern the gradual 
deterioration of our corporation’s competitive position. There can be little doubt 
that this is primarily due to the many restrictions placed on our management 
because of the corporation’s indefinite status under Government ownership. 

In the interest of our country’s welfare and of the future security of ourselves 
and our coworkers, we urge that everything possible be done to effect the return 
of the corporation to private American management by the coming session of 
Congress. 

2. We, the employees of General Aniline & Film Corp., located at 85 
Tockwotten Street, Providence, R. I., urge immediate adoption by Congress of 
an amendment to section 9 (a) of the Trading With the Enemy Act which would 
permit sale of the corporation (and others similarly situated) to private Ameri- 
can ownership notwithstanding the existence of claims pending against them 
by former stockholders. The proceeds of such sales could be reserved to satisfy 
any awards subsequently made to claimants by the courts. 

A copy of such an amendment is enclosed with this resolution. We feel that 
action of this nature is a fair and equitable solution to this serious problem. 

Signed by 50 employees of General Aniline & Film Corp. 


1. We, the employees of General Aniline & Film Corp., located at 2459 Wilkin- 
son Boulevard, Charlotte, N. C., have noted with ever-increasing concern the grad- 
ual deterioration of our corporation’s competitive position. There can be little 
doubt that this is primarily due to the many restrictions placed on our manage- 
ment because of the corporation’s indefinite status under Government owner- 
ship. 

In the interest of our country’s welfare and of the future security of ourselves 
and our coworkers, we urge that everything possible be done to effect the return of 
the corporation to private American management by the coming session of Con- 


gress. 
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i We, the employees of General Aniline & Film Corp., located at 2450 Wilk 
if son Boulevard, Charlotte, N. C., urge immediate adoption by Congress of an 
{ mendment to section 9 (a) of the Trading With the Enemy Act which would 
permit sale of the corporation (and others similarly situated) to private Ameri 
in ownership notwithstanding the existence of claims pending against them by 
former stockholders. The proceeds of such sales could be reserved to satisfy any 

4 iwards subsequently made to claimauts by the courts 

\ copy of such an amendment is enclosed with this resolutitor We feel t) 

tion of this nature is a fair and equitable solution to this se s problem 

Signed by 40 employees of General Aniline & Film Cory 

We, the employees of General Aniline & Film Corp ocated at 128% Sout! 
Second Street, Philadelphia, Pa., have noted with ever-increasing concern the 
gradual deterioration of our corporation's competitive position Phere can be 

ttle doubt that this is primarily due to the many restrictions placed on our 
innagement because of the corporation’s indefinite status under Governmet 
vnership. 

In the interest of our country’s welfare and of the future security of ourselves 
nd our coworkers, we urge that everything Dp ssible be done to effect the returt 
of the corporation to private American management by the coming session of 
Congress. 

”. We, the employees of General Aniline & Film Corp., located at 123 Sout! 
Second Street, Philadelphia, Pa., urge immediate adoption by Congress of an 
amendment to section 9 (a) of the Trading With the Enemy Act which would 
permit sale of the corporation (and others similarly situated) to private American 
ownership notwithstanding the existence of claims pending against them by 
former stockholders, The proceeds of such sales could be reserved to satisfy any 
awards subsequently made to claimants by the courts 

A copy of such an amendment is enclosed with this resolution. We feel that 
ction of this nature is a fair and equitable solution to this serious problen 

Signed by 23 employees of General Aniline & Film Corp 

1. We, the employees of General Aniline & Film Corp., located at 4501 Rossville 
soulevard, Chattanooga, Tenn., have noted with ever-increasing concern the 
ecradual deterioration of our corporation’s competitive position. There can be 
little doubt that this is primarily due to the many restrictions placed on our 
management because of the corporation’s indefinite status under Government 
ownership. 

In the interest of our country’s welfare and of the future security of ourselves 
and our coworkers, we urge that everything possible be done to effect the retur 
of the corporation to private American management by the coming session of 
Congress. 

2. We, the employees of General Aniline & Film Corp., located at 4301 Ross 
Boulevard, Chattanooga, Tenn., urge immediate adoption by Congress of an 
amendment to section 9 (a) of the Trading With the knemy Act which would 
perminit sale of the corporation (and others similarly situated to private American 
ownership notwithstanding the existence of claims pending against them by 
former stockholders. The proceeds of such sales could be reserved to satisfy any 
awards subsequently made to claimants by the courts 

A copy of such an amendment is enclosed with this resolution. We feel that 

ction of this nature is a fair and equitable solution to this serious problem 

Signed by 10 employees of the General Aniline & Film Corp 

1. We, the employees of General Aniline & Film Corp., located at 310 West Polk 
Street, Chicago, Ill., have noted with ever-increasing concern the gradual deteri 
oration of our corporation’s competitive position. There can be little doubt that 
this is primarily due to the many restrictions placed on our management because 
of the corporation’s indefinite status under Government ownership. 

In the interest of our country’s welfare and of the future security to ourselves 
and our coworkers, we urge that everything possible be done to effect the return of 
the corporation to private American management by the coming session of 
Congress, 

j 
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2. We, the employees of General Aniline & Film Corp., located at 320 West Polk 
Street, Chicago, LiL, urge immediate adoption by Congress of an amendment to 
section 9 (a) of the Trading With the Enemy Act which would permit sale of the 
corporation (and others similarly situated) to private American ownership not 
withstanding the existence of claims pending against them by former stockhold 
ers. The proceeds of such sales could be reserved to satisfy any awards subse- 
quently made to claimants by the courts. 

A copy of such an amendment is enclosed with this resolution. We feel that 
action of this nature is a fair and equitable solution to this serious problem. 
Signed by 24 employees of the General Aniline & Film Corp. 





1. We, the employees of General Aniline & Film Corp., located at 37 Clementina 
Street, San Francisco, Calif., have noted with ever increasing concern the gradual 
deterioration of our corporation’s competitive position. There can be little doubt 
that this is primarily due to the many restrictions placed on our management 
because of the corporation’s indefinite status under Government ownership. 

In the interest of our country’s welfare and of the future security of ourselves 
and our coworkers, we urge that every thing possible be done to effect the return 
of the corporation to private American management by the coming session of 
Congress. 

2. We, the employees of General Aniline & Film Corp., located at 37 Clementina 
Street, San Francisco, Calif., urge immediate adoption by Congress of an amend- 
ment to section 9 (a) of the Trading With the Enemy Act which would permit 
sale of the corporation (and others similarly situated) to private American own- 
ership notwithstanding the existence of claims pending against them by former 
stockholders. The proceeds of such sales could be reserved to satisfy any awards 
subsequently made to claimants by the courts. 

A copy of such an amendment is enclosed with this resolution. We feel that 
action of this nature is 2 fair and equitable solution to this serious problem. 
Signed by seven employees of the General Aniline & Film Corp. 


PROPOSED LEGISLATION 
To amend section 9 (a) of the Trading With the Enemy Act, as amended 


Section 9 (a) of the Trading With the Enemy Act, as amended, is amended by 
striking out the period at the end thereof and inserting in lieu thereof a colon and 
the following: “Provided further, That upon a determination made by the Presi- 
dent, in time of war or during any national emergency declared by the President, 
that the interest and welfare of the United States requires the sale of any prop- 
erty or interest or any part thereof claimed in any suit filed under this subsection 
and pending on or after the date of enactment of this proviso the Alien Property 
Custodian may sell such property or interest or part thereof, in conformity with 
law applicable to sales of property by him, at any time prior to the entry of final 
judgment in such suit. No such sale shall be made until thirty days have passed 
after the publication of notice in the Federal Register of the intention to sell. 
The proceeds of any such sale shall be deposited in a special account established in 
the Treasury, and shall be held in trust by the Secretary of the Treasury pending 
the entry of final judgment in such suit. Any recovery of any claimant in any 
such suit in respect of the property or interest or part thereof so sold shall be 
limited to the net proceeds of such sale, or, if more than one claimant, then to each 
claimant’s proportionate share of the net proceeds of such sale, unless such claim- 
ant, within sixty days after receipt of notice of the amount of the net proceeds of 
sale, or, if more than one claimant, then notice of the amount of claimant’s 
asserted proportionate share of the net proceeds of sale, serves upon the Custo- 
dian and files with the court an election to waive all claims to the net proceeds 
and to claim just compensation instead. If the court finds that the claimant has 
established an interest, right, or title in any property in respect of which such an 
election has been served and filed, it shall proceed to determine the amount which 
will constitute just compensation for such interest, right, or title, and shall order 
payment to the claimant of the amount so determined. An order for the payment 
of just compensation hereunder shall be a judgment against the United States and 
shall be payable first from the net proceeds of the sale in an amount not to exceed 
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umount the claimant would have received had he elected to accept his 
oportionate part of the net proceeds of the sale and the balance, if any, shall be 
able in the same manner as are judgments in cases arising under section 1346 
tle 2S, United States Code. The Alien Property Custodian shall immediately 
non the entry of final judgment notify the Secretary of the Treasury of the 
ietermination by final judgment of the claimant's interest and right to the 
proporionate part of the net proceeds from the sale, and the final determination 
udgment of the amount of just compensation in the event the claimant has 
ted to recover just compensation for the interest in the propery he claimed 


1. We, the employees of General Aniline & Film Corp., located at 435 Hudsor 
street, New York, N. Y., have noted with ever increasing concern the gradual 
terioration of our corporation’s competitive position. There can be little 
ubt that this is primarily due to the many restrictions placed on our manage 
ent because of the corporation's indefinite status under Government ownership 
In the interest of our country’s welfare and of the future security of ourselves 
nd our coworkers, we urge that everything possible be done to effect the return 
f the corporation to private American management. 

We, the employees of General Aniline & Film Corp., located at 435 Hudson 
street, New York, N. Y., urge immediate adoption by Congress of an amendment 
o section 9 (a) of the Trading With the Enemy Act which would permit sale 

the corporation (and others similarly situated) to private American owner 
ship notwithstanding the existence of claims pending against them by forme: 
stockholders. The proceeds of such sales could be reserved to satisfy any 
wards subsequently made to claimants by the courts. 

A copy of such an atnendment is enclosed with this resolution, We feel that 
ction of this nature is a fair and equitable solution to this serious problem 

Signed by 71 employees of the General Aniline & Film Corp. 


1. We, the employees of General Aniline & Film Corp., located at 435 Hudsor 
Street, New York, N. Y., have noted with ever increasing concern the 
leterioration of our corporation’s competitive position. There can be little 
doubt that this is primarily due to the many restrictions placed on our manage 
ment because of the corporation's indefinite status under Government ownership 

In the interest of our country’s welfare and of the future security of our 
selves and our coworkers, we urge that everything possible be done to effect 


gradual 


e return of the corporation to private American management by the coming 
session of Congress. 

2. We, the employees of General Aniline & Film Corp., located at 435 Hudson 
Street, New York, N. Y., urge immediate adoption by Congress of an amend 
ment to section 9 (a) of the Trading With the Enemy Act which would permit 
sale of the corporation (and others similarly situated) to private American 
ownership notwithstanding the existence of claims pending against them by 
former stockholders. The proceeds of such sales could be reserved to satisfy any 
awards subsequently made to claimants by the courts. 

A copy of such an amendment is enclosed with this resolution. We feel that 
action of this nature is a fair and equitable solution to this serious problem 

Signed by 318 employees of General Aniline & Film Corp. 


As employees of General Aniline & Film Corp., we are in a first 
hand position to observe the deleterious effects of the continued Gov- 
ernment control of our company. The fact that so many of our com- 
pany’s employees have taken steps to actively support a policy aimed 
at securing, as soon as possible, the sale of our company to private 
\merican ‘ownership should indicate how seriously we are concerned 
with the present situation. 

The average employee in a large industrial concern such as ours 
an generally look forward, after a period of time, to a sound career 
where advancement will be commensurate with his abilities. At the 
least, he can obtain a feeling of a job stability and security for him 
-elf and his family. Unfortunately this is not the case for us. 
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With each passing month, the effect of our present status results 
% grow ing anxiety among our people i In regard to job sec urity and 
hopes for a safe and promising future. 

Most of the corporation’s employees have invested many years of 
their lives in serving the company well. But they are continually 
forced to worry and wonder where do we go from here? Naturally 
such an atmosphere has had its effect on employee morale. 

In essence then our basic desire is to effect direct transfer of our 
companys ownership to private American management as soon as 
possible. This would solve many of the basic problems which face 
us under the present circumstances. 

We feel the best and most equits able w ay to do this is by amendment 
of section 9 (a) of the Trading With the Enemy Act as embodied in 
the bills introduced by Senator Clements (S. 1405) and the adminis- 
tration bill (S. 2227) introduced by Senator Kilgore. 

I would like to take a moment to mention a few of the problems 
which we face under present conditions. As one result of our uncer- 
tain status, there has been a very large turnover of the key personnel 
within the company. 

For many the future looks more inviting elsewhere. Accordingly, 
it also has become more difficult to attract new well-qualified people 
to the company’s employ. As you probably know, there is already 

. shortage of scientific manpower throughout the chemical industry. 

Our own case therefore becomes all the more acute. It is evident 
that, in the fields covered by our activities, no company can prosper 
without the necessar Vv balance of talented executive and research per- 
sonnel groups. 

Inherently there are also other problems arising from our present 
status which make it exceedingly difficult for any management, no 
matter how competent, to build us into a stronger competitor in our 
field. 

Because of its original dependence on German imports, our company 
has never been able to achieve self-sufficiency in the basic chemical 
intermediates needed to make our end products. As a result, we still 
are forced to buy some of these chemicals from the very companies 
with whom we compete in selling the end products. Efforts have 
been made to overcome this but much more needs to be done. Unfor- 
tunately this requires large sums of investment money. 

This is something which we cannot obtain under our present cir- 
cumstances. Equity capital is also badly needed to permit us to diver- 
sify more rapidly into some of the newer more profitable fields avail- 
able to us. 

In today’s dynamic competitive economy, long-term planning and 
diversification are the keynotes of success. Our company finds it 
difficult to do either. 

A substantial portion of our company’s employees have joined 
General Aniline & F ilm Corp. under the assurance that our Govern- 
ment’s policy was against disposal of the company to foreign interests. 
As a group, the employees are nearly unanimous in opposing the re- 
turn to either foreign ownership or direction. 

Senator Lancer. How many employees do you represent ? 

Mr. Dayan. Sir, I represent these various groups which I men- 
tioned. TI think the total of those groups are over 1.200. 
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Senator Lancer. In the various towns you mentioned ¢ 

Mr. Dayan. These are from every division of the corporation, every 

ijor plant. 

nator Lancer. They are in these various towns you mentioned ¢ 

Mr. Dayan. That’s right, sir. 

Mr. Herrick. And they are substantially the entire technical staff 
of the company. 

Mr. Dayan. Maybe I didn’t make it clear. Dr. Herrick and Mr. 
["lsner are represe ntative of some of these employee groups for whom 
| am speaking. They are here and will be aed to answer any ques 

ons — might wish to : ask them. 

We therefore take exception to the solution proposed by Senator 
Dirksen in S. 995. As now stated, this bill does not set up suflicient 
-afeguards to insure that the American citizens to whom the company 
would be sold, would not be a new set of cloaks, established once again, 
to conceal foreign control. 

This bill also presumably does provide for the possibility of sale 
to American interests within a 12-months’ period after return to alien 
ownership. We cannot see any point to this further delay when we 
know it will only be detrimental to the interests of the company and 
its employees. 

If it is the intention to permit return to American interests within 
12 months, why not immediately? Any legitimate claimant would 

ll receive full value from the sale if the proposed amendment to 
section 9 (a) of the Trading With the Enemy ‘Act i is enacted. 

Foreign control of our company for even a few weeks could result 

irreparable loss of the company’s treasure of advance technical 
research developments and know-how which include a number of 
rojects important to our national defense effort. This would cer- 
tainly have a devasating effect on the future of the company. 

There can be little doubt that the magnitude and importance of 
General Aniline & Film Corp. to the industrial might of our country 
is such that it should not be controlled by alien ownership. 

Therefore we feel it is clearly in the Nation’s best interest not to 
permit control to revert to foreign interests even temporar ily. 

The employees of General Aniline & Film Corp., with their families 
umber over 30,000 people. Your decisions will greatly affect their 
ves and their future security. Therefore, we respect fully request 
iat this committee consider the interests of the thousands of loyal 
\mericans that we represent who have so much staked on the com- 
iny’s future. 

We hope that you will find it in the best interests of our Nation to 
ecommend amendment of section 9 (a) of the Trading With the 
Ene ‘my Act as contained in S. 1405 and 8. 2227. 

Senator Jounston. Any anno 

Mr. Incotpspy. Dr. Dayan, I understand that you have two points. 
Your first point is that you feel that your company should have free- 
dom from Government ownership because of the problems which that 
involves; is that right? 

Mr. Dayan. That is true, sir. 

Mr. Incotpssy. And your second point is that you also feel that your 
ompany should have freedom from foreign ownership ? 
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Mr. Dayan. That is true. 

Mr. Incoupspy. Because in your mind that involves certain prob- 
lems also? 

Mr. Dayan. That’s right, sir. 

Mr. INcotpspy. Who is the principal competitor of your company / 

Mr. Dayan. There are a number of competitors. 

Mr. INcotpspy. Just name one. 

Mr. Dayan. Well, Du Pont is one. 

Mr. Incotpspy. Du Pont? 

Mr. Dayan. And National Aniline is another. 

Mr. INcoutpspy. Which one? 

Mr. Dayan. National Analine, Eastman Kodak is another. 

Mr. Incotpspy. Is Eastman Kodak American owned today ? 

Mr. Dayan. Certainly. 

Mr. INcotpssy. Do you know of any prohibition which would stop 
any foreigner who had the money from buying Eastman Kodak’s stock 
right now ? 

Mr. Dayan. Not from buying stock. He couid never get control | 
think, sir. 

Mr. INcotpssy. Why couldn’t he? 

Mr. Dayan. Because of the amount of money involved. 

Mr. Incotpsspy. If he had that much money he could get control. 

Mr. Dayan. It is a rather impractical point I think from the view- 
point of realism. 

Mr. INcotpspy. Impractical from the standpoint of money not from 
the standpoint of law. 

Mr. Dayan. Right. 

Mr. INcotpspy. But any company which would take a reasonable 
2mount of money, if they had the money any of your competitors could 
have foreign ow ner ship; could it not? 

Mr. Dayan. I think before it were able to be accomplished, the in- 
ferences might result in other situations which I don’t think I could 
discuss with you, I am not really qualified, because to buy stock in the 
public market in a case like that, it would be evidence that someone was 
buying control. 

Mr. Incoupsny. Do you know of anything in existence today which 
would stop a foreign group from buying any one of your competitors? 

Mr. Dayan. I really don’t feel qualified to answer that. 

Mr. Incoupspy. That’s all. 

Senator Jonnston. We certainly thank you for coming. 

Mr. INcoupssy. May I ask, sir, Mr. Herrick also has an individual 
statement which he wished to present. 

Senator Jounsron. If it is all the same thing, he could file it. 

Mr. Dayan. He was just going to ask if he could file it. 

Senator Jomnstron. We will be glad to have it. We do not like to 
limit witnesses, but we have to get to the others. 

At this point I would like to submit for the record a telegram from 
Alex Wood, recording secretary, Local 227 International Chemical 
Workers Union, Rensselaer, N. Y. 

(The telegram from Mr. Alex Wood and the prepared statement 
submitted by Mr. E. C. Herrick, Jr., follow :) 
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ArRANY, N. Y.. November 30, 1955 
Senator OLIN JOHNSTON, 
4 Democrat, South Carolina, 
: Senate Building: 
festifying before the subcommittee conducting hearings on return of alien 
perty to its original owners, Dr. Jason Dayan claimed that he spoke for 
employee groups at the General Aniline & Film Corp. We wish to insert in 
the record of the proceedings that Dr. Jason Dayan does not represent nor is 
he nuthorized to speak for Local 227, International Chemical Workers Union, 
the Rensselaer plant of the General Aniline & Film Corp. 
ALEx Woop, 
Recording Secretary, Local 227, International Chemical Workers Union, 
Rensselaer, N.Y. 


STATEMENT oF C. E. Herrick, Jr., EMPLOYED IN THE CAPACITY or RESEARCH Dt 
PARTMENT HEAD OZALID, DIVISION OF GENERAL ANILINE & FILM Corp., JOHNSON 
CITY, NN. B 


\n an employee of General Aniline & Film Corp., | have a very deep interest 

proposed legislation affecting the disposal of my company. In the testimony 
tuken in 1954 before this committee two basic questions were argued. These 
were: (1) Should the company be returned intact to the owner of record, 
should it develop that at the time of vesting it did not in fact represent beneficial! 
owners who were enemy aliens, and (2) should the company be returned intact 
or by compensation to the owner of record if it did in fact represent enemy aliens 
at the time of vesting? 

It is my strong belief that under any circumstances a return of the company 
itself to its former owner(s) would be contrary to the national interest, and 
would be notably unfair to the sizable group of American citizens who are em 
ployed by the company. On moral grounds, its return either intact or by com 
pensation would be an affront to the American people as a whole. 

General Aniline & Film Corp. is a large and important factor in American 
chemical industry. It has continued to be such a factor in spite of the massive 

indicaps attendant on Government owners!ip. I believe it is clearly contrary) 
to the best interests of this country—especially in these times of international 
tension—to permit facilities of this size and importance to be subject to alien 
management and direction. My feelings in this matter are not confined to 
General Aniline & Film, but extend to any corporation or facility which plays 
a significant role in the national economy or defense. I have no doubt, for 
instance, that it would be a matter of no small concern to the Defense Depart 
ment if any major corporation (the Du Pont Co., General Motors, and General 
Electric come to mind) were to be controlled by the citizens or agents of a 
foreign power to the point where they might select or dominate its management 
and/or board of directors. 

The possible consequences in times of international stress, and in the case 
of German ownership, the probable consequences of such foreign domination 
are well typified by the case of General Aniline & Film Corp. Regardless of 
who the beneficial owners turn out to have been in 1942, there is absolutely no 
doubt that at the time of vesting the various plants of the corporation were 

erated as appendages of—and their policies determined hy—various German 
firms. They were purposely kept almost wholly dependent on German research 
ind development; such limited research and development as was carried out 
in the United States was done largely under the direction of German nationals 

nd the results promptly communicated to the parent firms. It will be appre- 

ciated that when war came in 1942 and the umbilical cord thereby severed, 
the various plants found themselves in the direst of straits. It proved to be a 
matter of some years before General Aniline & Film Corp. could put together 
effective research and development organizations which allowed the company 
to produce well, maintain some semblance of a competitive status, and acquire 
some growth potential. If the company were returned, simply the economics 
of doing research here versus doing it abroad (quite apart from established 
German policy in managing foreign enterprises) would cause a prompt rever- 
sion of the corporation to its former dependent status. It would be foolish 
indeed to allow this state of affairs to occur again, either with General Aniline 
& Film or with any other American facility of similar importance. 
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I feel most strongly that any legislation proposed by the committee should 
contain safeguards which would absolutely insure that the corporation cannot— 
under any future circumstances—be again subject to foreign management or 
domination. As the Alien Property Custodian has pointed out, this need not 
necessarily preclude the ownership of American securities by aliens. 

In addition to compelling reasons of national security which speak against a 
return of the company to foreign domination, such a return would affect most 
unfairly and adversely the well-being and security of several tens of thousands 
of American citizens made up by the corporation’s employees and their families, 
The onerous policies and treatment which the present employees can expect in 
the event of a transfer of ownership to foreign interests have been recounted in 
the earlier proceedings before this committee. 

It should be noted that especially at the technical and management level, 
employees have joined the corporation under the positive assurance that as a 
Government policy the corporation would never be permitted to revert to foreign 
ownership. It is further true that especially at the technical and management 
level, few persons would have joined the corporation (in its present status) 
without such assurances and it is equally true that few are likely to remain if 
the promises made to them by their Government are broken. 

In the course of 14 years, the corporation has been Americanized both in its 
personnel and in its policies. Under trying circumstances, the corporation has 
been sustained by the dedicated efforts of American people engaged in research, 
production, and sales. In effect, a practical statute of limitations has been 
erected which bars a return of the company. 

It has been argued that on the basis of promoting international good will and 
upholding American historic tradition and morality, the corporation or its money 
equivalent should be returned to its former owners regardless of whether or not 
they were former enemies. Insofar as the matter of international good will is 
concerned, over $3 billion have been expended by this country in aiding the West 
Germans. This sum is many times larger than the aggregate value of all the 
foreign assets held by our Government; the relative sums would appear to vindi- 
cate both our good will and our morals. It would certainly seem to be true 
that if the friendship of the West Germans has not been securely purchased by 
the sum of $3 billion it is unhkely to be further affected one way or the other 
by the relatively small sum involved in the foreign assets account. 

With regard to any injustice which may conceivably have been done to the 
Swiss, it should be pointed out that since their laws permit and indeed foster 
shady dealing that in litigating in this country, they must expect to be caught 
occasionally in their own net. I feel they merit little sympathy or consideration. 

With regard to the issues which have been raised involving morality and 
the “traditional” American policy of returning vested assets, it seems worth 
noting that a continuing adherence to any traditional historic policy is necessarily 
of merit only if the policy as originally conceived was a wise one, and then only 
if the context of circumstances surrounding its present application is congruent 
with the circumstances under which the policy was originally developed. Cer- 
tainly a blind adherence to a past policy which for various reasons has become 
2 bad or unworkable policy cannot be justified by an appeal to tradition. These 
considerations underlie the procedure followed by our Government during the 
past two World Wars in the matter of war claims. After the First World War, 
seized properties were returned to Germany with the proviso that in exchange 
of these seized properties, reparations were to be paid. These reparations were 
defaulted. With this in mind, German properties after the Second World War 
were held in lieu of any reparations. In the Bonn Convention, it was agreed 
that German private citizens were to be compensated by their own government. 
There is no question here of the (amoral) uncompensated seizure (confiscation) 
of alien private property. The war claims burden was not placed solely on those 
aliens unlucky enough to be possessed of assets in the United States but, by 
\irtue of the compensation proviso of the Bonn agreement, was to have been 
distributed as a just burden on all the citizens of the aggressor nation. If im- 
morality exists, it appears to reside with the Germans for their failure to com- 
pensate their citizens whose property was condemned in accordance with the 
Bonn agreement. 

It is the professed purpose of the committee to suggest legislation which will 
be to the best interests of the United States as a whole without regard to 
any particular group or segment of our people. It is my strong conviction that 
adherence to the principles of the Bonn agreement will be to the best interests of 
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people of the United States as a whole as well as to that sizable particular 
ip or segment of our people made up by the employees of my corporation 
ist observe in this connection that the type of proposal embodied in S, $425, 
enacted, will rebound not even to the benefit of the German people as a whole 
t will benefit, primarily, speculators together with a handful of German indus 
sts 
| Crirrorp FE. Hergick, Jr 
\ir. Herrick. Sir, may I just say one more thing. It seems to me 
at if, as you suggest, control of any major American company were 
revert to foreign ownership such as General Motors , the Du Pont 
Eastman Kodak Co., or any of the large companies you can 
ine, if seems to me ‘il would be a matter of very serious concern to 
Defense Department, for instance, if they could dominate and 
ect its management and board of directors. 
Mr. INGotpspy. It might very well be a matter of serious concern. 
was only inquiring as to whether there is anything that as of today 
“tops anyone from buying Inte any company that t! ey Want 
a Herrick. I don’ t know. 
senator LANGER. You are acquainted, sir, are you not, with the fact 
that ie Shell Oil Co. is owned 51 percent by London an + ‘on terdam, 
the second largest oil company in this country under foreign owner 
ip! 
Mir. Herrick. Yes.sir. There are others and I think that is a matter 
for some concern. 
Mir. [INcoupspy. Lever Bros. is also foreign owned. 
Senator Jounston. Mr. Abraham S. Hyman. 


} 


STATEMENT OF ABRAHAM S. HYMAN, EXECUTIVE SECRETARY OF 
THE WORLD JEWISH CONGRESS, NEW YORK, N. Y. 


Mr. Hyman. My name is Abraham S. Hyman. I am the executive 
secretary of the World Jewish Congress and reside at 600 West End 
i venue New York City. From November 1950 to May 1953, I served 
as the General Counsel of the United States War Claims Commission, 

e agency which has been merged into the Foreign Claims Settlement 
(Commission, 

In my capacity as General Counsel of the War Claims Commission, 
| directed the study of war losses suffered by Americans during World 
War II. Understandably this study was directed under the super- 
vision of the War Claims Commission, but I had the responsibility 
for directing that study. 

This study is reflected in the Supplementary Report on War Claims 
ubmitted to the Congress on January 16,1953. The report is House 
Document No. 67, 83d Congress, 1st session. 

I believe it is fair to state, Mr. Chairman, that title 2 of S. 2227 is 
based principally upon this report. 

I am appearing on behalf of the American Jewish Congress to 
testify on S. 2227. The American Jewish Congress is a nationwide 
organization of American Jews formed in 1918 by such American 
Jewish leaders as Supreme Court Justice Brandeis, Judge Mack, and 
the late Stephen S. Wise. 

Since its inception, it has consistently dedicated itself to the preser- 
vation and extension of the democratic way of life, and to the assur- 
snee of the fundamental freedoms of man by the elimination of all 
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forms of political, social, or economic discrimination because of race, 
religion, or ancestry. 

My remarks will be addressed both to titles 1 and 2 of this bill. One 
brief observation on title I of S. 2227, the title providing for the 
return to former individual owners of assets vested under the Trading 
With the Enemy Act, up to a maximum sum of $10,000. The bill 
provides (p. 8, line 3) that 3 categories of persons shall be disqualified 
for such return. One of the categories consists of persons convicted of 
war crimes (p. 8, line 4). The bill defines “convicted of war crimes” 


we 


the entry of judginent against any person who has been convicted personally 
and by name by such courts as may be designated by the Secretary, of murder or 
ill treatment or deportation for slave labor of prisoners of war, political oppo- 
nents, hostages, or civilian population in occupied territories, or of murder 
or ill treatment of military or naval persons, or of plunder or wanton destruc- 
tion without justified military necessity (p. 14, lines 4-12). 

It is our view that this disqualification provision is too narrow in 
two respects. 

In the first place, as S. 2227 now reads, it is subject to the interpreta- 
tion that the maltreatment of fellow citizens on racial or religious 
grounds does not disqualify the claimant seeking the return of his 
assets. The bill in its present form does not take into consideration 
the well-known fact that thousands of persons in Germany were 
persecuted by their fellow citizens on racial and religious grounds as 
well as on political grounds. 

We submit that any ambiguity on this matter should be removed 
and that the bill should specify that persons convicted of having 
persecuted their fellow citizens on racial and religious grounds shall 
not be entitled to the return of their property. 

In the second place, it is our view that the definition of “convicted 
of war crimes” should be broadened to include persons adjudged by 
competent tribunals, such as denazification courts in Germany, to have 
been “major offenders.” The group designated as “major offenders” 
hy these tribunals comprises only such persons as high officials in 
the Schutzstaffeln (SS) or Sturmabteilungen (SA) and leading 
collaborators with the Nazi regime. 

While, for « number of reasons, they were not charged with war 
crimes (although such charges often would have been justified), it is 

fact that all persons branded as “major offenders” were active and 
vigorous proponents of totalitarianism and sworn enemies of 
democracy. 

It may be added that there were many other categories of persons 
found guilty of Nazi or Fascist affiliations but we do not here propose 
that the larger number of persons in these groups should similarly 
he denied benefits under the bill. Our recommendation is designed 
to disqualify only persons whose degree of identification with the 
Nazi or Fascist regimes was so marked and intense as to warrant the 
finding that they were “major offenders.’ 

I call to the attention of the Senators here that they were so found 
guilty of being major offenders by tribunals consisting exclusively of 
their fellow citizens. 

Our Supreme Court has held (Commings v. Deutsche Bank, 300 
U.S. 115 (1937)) that the United States has the right to confiscate 
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e property of enemy nations situated in the United States. It fol- 


Fa s that the return of any property hitherto vested under the Trad 


j ¢ With the Enemy Act ts an act of grace on the part of the United 
states. 
Persons in our view adjudged to have been major offenders by 
bunals composed exclusively of their fellow citizens have by their 
onduct forfeited any claim to become beneficiaries of this act of 
grace on the part of our Government. 


TITLE Il 


|. Eligibility of claimants: Our principal recommendation with 
respect to this title concerns the eligibility of claimants entitled to 
recover for war damages they sustained. The bill provides (p. 21, 

nes 15-19, and p. 27, lines 5-9) that, to be eligible to recover, the 
claimant must have been a citizen of the United States continuouosly 
from the time of the loss to the date of the filing of his claim. 

It is our view that the definition of an eligible claimant should be 
broadened to include persons who were residents of the United 
States by May & 1945, that is before the end of hostilities with Ger- 
nany, and who on the effective date of the law and at the time of the 
fling of their claims, are citizens of the United States. 

The formula for eligibility adopted by S. 2227 obviously has its 
origin in a principle of international law that a government will 
—— the claims only of persons who were citizens of the country 

tatime of loss. This principle stems from the premise that a wrong 
to a person is a wrong to the state of which he is a citizen and that to 
redress that wrong the state will press the citizen’s claim. 

By the same token, the theory is that a country is not involved in a 
wrong against a person of another nationality and therefore a state 
will not espouse the claim of a national of another country, although 
ie may be a resident of that state. 

I am informed, although I was not here during the testimony of 
the Honorable Mr. Murphy, that that is the position that he took. It 
was long-established precedent on the part of our Government in the 
ield of international claims to espouse only the claims of our citizens, 
that is people who were citizens at the time of loss. 

If the proposal made by the State Department to which I under- 
stand it still adheres, and the one endorsed by Mr. Murphy this 
morning, if this proposal had anything to do with international claims 
in their classical sense, no objection could be raised to the formula 
of eligibility proposed by S, 2227. 

However, it should be noted that, though the damaged property 
is on foreign soil, S. 2227 involves no international claims. 

The claimant is not required to prove the wrongdoing of a foreign 
government. Nor is the fund from which claims are to be paid pro- 
vided by a foreign government. I believe that that was made clear 
n the line of questioning that I heard. 

The claimant is entitled to recover for losses sustained in the ordi- 
nary course of hostilities, and irrespective of whether the damage 
was inflicted by enemy or friendly troops. Moreover, the German 

claims fund contemplated by S. 2227 consist of money provided by 
the American taxpayer being repaid by Germany in settlement of 
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her debt for postwar economic assistance provided by the United 
States Government. 

It is important to bear in mind that S. 2227 is domestic legislation 
providing compensation not for international claims but for domestic 
claims. Not bound by any rule of international law, with respect to 
these claims, the Congress is free to adopt any principle of eligi- 
bility it deems just. It is in this context that we propose the broader 
definition. The equities in favor of the class of persons who would 
benefit by the broader definition are clear. 

They are persons who, in the main, were in the United States 
during the entire period of the war and who contributed to our war 
effort. Many of them either served in our military forces or had 
sons and other members of their families in our armed services. 
Moreover, they are persons who for more than 10 years, had been, as 
taxpayers, in effect contributing to the fund which will be used to 
pay the claims in question. 

Inasmuch as they have renounced their foreign citizenship, there 
is no government other than our own to which they may appeal for 
a measure of relief for the war losses they sustained. In our view, 
the moral obligation of the United: States to this class of persons is 
as great as it is to the persons who were citizens of the United States 
at the time of loss. 

It is clearly as great as it is to foreign national stockholders who 
will benefit by the recovery of corporations which under S. 2227 are 
eligible if as much as 50 percent of the stock is owned by foreign 
nationals who are today foreign nationals. 

Finallv, I should add that the formula recommended by the Ameri- 
can Jewish Congress is substantially the one recommended by the 
War Claims Commission in its supplementary report on war claims, 
which, in turn, was applauded as just by authorities in international 
jaw and by experts on international claims. 

I might say at this juncture that when the Senate had under con- 
sideration the Foreign Claims Settlement Act of 1949, the Senate in 
fact adopted a provision similar to that as to the eligibility of claim- 
ants with respect to claims in Yugoslavia. Unfortunately the House 
did not go along with the Senate view, and at a conference this was 
resolved by making it necessary for the claimant to prove that he 
was a citizen at the time of loss, but the Senate itself went so far as 
to depart from this traditional view which seems to be the view now 
sponsored by the Department of State. 

Should it be maintained that the broadening of the definition of 
eligibility will result in the reduction of the amount of recovery of 
persons declared eligible under S. 2227, as presently written, we 
should say that this would be only a consequence of doing justice 
to claimants having equal priority. One class of citizens should not 
be permitted to profit by an injustice done to another class of citizens. 
If a remedy exists for this situation, that is for the broadening of 
the definition, it lies in increasing the amount to be appropriated for 
the war damage compensation and not in the denial of a remedy to 
those who in good conscience have as much right to participate in the 
fund as persons now provided for in S. 2227. 

2. Area where losses occurred: Another recommendation we sub- 
mit to this committee relates to the place where the loss must have 
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rred. Un ler the provisions ( f » 2997 {pp | lines 6-10 
=s, to be compen able, must have occurred in ie ban . Av 
echoslovakia, Germ ny, Crreece, Poland. and Yue Vin. 

We recommend that to the list of countries mentioned above there 

ld be added France, Belgium, Norway, Denmark, Holland, Es 
1. Latvia, Lithuania, and Luxembourg. This would include all 

e countries in the European theater of operations other than 
Hfungary, Rumania, and Bulgaria, with respect to which special legis- 
ition already exists. 

It is true that in some of the countries, and IT would say that my 

lection is it is true of France, Belgium, Norway, Denmark, Hol 

d. and Luxembourg, | in some of the countries we would add there 

e war damage compensation programs from which American citi 
zens may in part recover for the local losses they sustained. However, 
we ar » advised that recovery under this legislation is slow, in many 
instances ina lequate, and in any event, unequi al. 

It is our view that all claimants should be placed on an equal foot 
ng. Our recommendation will accomplish that objective. 

In this connection, it should be pointed out that under S. 2227, the 
amount of the award to any claimant is reduced by the amount the 
claimant is entitled to receive from any source on account of the loss 
vith respect to which the award is made (p. 26, line 25, et seq.). This 
provision will insure that no claimant who sustained a loss in an 
trea in which local war-damage compensation is available may recover 
twice for the same loss. 

P, the other hand, our recommendation insures that all claimants 

ill enjoy equality of treatment, whether they recover from the 
foreign government alone or from the combination of the United 
States and the foreign government. 

In this connection, we point out an obvious inequity in S. 2227. As 
indicated, the bill provides that— 

In determining the amount of an award, there shall be credited all amounts 
the claimant has received or is entitled to receive from any source on account 
of the loss or losses with respect to which the award is made (p. 26, line 23 
et seq.). 

Since the bill provides for an apportionment of a fixed sum among 
all the awardholders, justice clearly demands that where a person 
has recovered in part for his losses from another source, the amount of 
lis recovery shall be deducted from the sums first made available for 
payment on his award. 

Otherwise, and under the formula proposed by S. 2227, a person who 
recovered in part from another source will receive an obvious and 
unmerited advantage over a person who obtained no such recovery. 

Types of compensable losses: Our next recommendation relates 
to the types of losses that are to be compensable. 

Senator Lancer. Would you read that last recommendation again ? 

Mr. Hyman. We point out an obvious inequity in S. 2227. The bill 
provides that in determining the amount of award there shall be 
credited all amounts the claimant has received or is entitled to receive 
from any source on account of the loss or losses with respect to which 
the award is made. 

In other words, Mr. Langer. the award is made for the net sum of 
his loss; that is, if a person sustained a loss of $100,000 and received 
from any sow ce $10,000, he would receive an award of $90,000. 
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of S100.000, 


source, 


and then when the Foreign Claim: 
pay out, he would get $1,000 at the same time that the person who has 
sustained a loss in an area where he has not recovered partially, and he 
hasan award for $100,000, he also gets at the same time $1,000, so that 
the person who has received an award from another source, or rather 
compensation from another source, has $11,000 paid on his claim, ¢ 
the person who has an award from the United States Government : 
has received no compensation from any other 
our recommendation is that before you start 
paying the man who has received from another 
that he has received from another source should have been paid on all 
the other claims on which we have made : 


$1,000, and, 


clear? 


Senator 


Mr. Ilyman. 


LANGER. 


ILLANGER. 


his losses from another 


there fe re, 


supplementary report. 


to be compensable. 
The bill provides, pag 


the claim must be for— 


physical damage to or physical loss or destruction of property * * * as a direct 
consequence of military operations of war or of special measures directed against 


property during the war becouse of the enemy or alleged enemy character of the 
* * * 


owner 


It is our view that this provision is not only ambiguous, but, admin- 


istratively, introduces a problem of proof that will offer untold 


difficulties. 

How will a claimant be able to prove that the property was “physi- 
cally lost” or, in other words, that his property is no longer in existence, 
and how will the claimant be able to establish that the property of 
which he was deprived was taken from him “because of the enemy or 
alleged enemy character of the owner”’/ 

The purpose of war damage legislation is to compensate for losses 
sustained as a direct result of. militar y operations or of acts incidental 
It is our view that this objective would 


to such military operation. 
be better served if the bill read that, to be compensable, the claim 


must be for— 


damage, destruction, or loss * * * asa direct consequence of military operations, 
of war, or of special measures directed against the property during the war. 
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to that proy ision is as follows 
yportionment of a fixed sum among all the aw: -y 
‘ demands that whe ‘re a person has recovered in 
. the amount of his recovery 
should be deducted from the sums first oe available by our Govern 
ment for the payment on the award. 

Otherwise, and under the formula proposed by <i 
who recovered in part from another source will receive an aia 
and unmerited advantage over a person who obtained no such recovery, 

Senator should like I could give you an illustration, 
I would like to have your illustration. 
Weill, let us say that two people have sustained a loss 
[n one instance a person recovered $10,000 from another 
Under the present bill he would receive an award of $90,000, 
Settlement Commission starts to 
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source that amount 
Is that position 


I understand. 

As a matter of fact, Senator Langer. 
ommendation of the War Claims Commission to the C ongress in its 
It is not a novel proposition. 

Our next recommendation relates to the types of losses that are 


that was the rec- 


, that to be compensable 
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In addition, we point out that while making prevision for con 
pensation property losses sustained by American citizens during 
Vor! ld Wa "TL t} ie bill virtu: lly ignores the Cc | L1Tlis of cry this i! Ame I 
an citizens who sustained physic: al injury and = claims of the 
irvivors of civilian American citizens who lost their lives as a result 

miulits ary ac tion. 

The only except! On sa limited class of claums for yUry OF Loss of 

fe on the high SES Traditionally for ON unple, follow ne World 
War I our country has given priority to claims for injury to ) pe rsons 
ind for loss of life over claims for the loss of property. 

May I conclude by indicating our endorsement of unendment 
to S. 2227 which will provide for a bulk settlement of the. ( 7 iims of the 
restitution successor organizations for heirless property of persons 
deprived of their liberty or life on racial, religious, or political 
grounds. 

This amendment, | understand, will be offered by Mi. Seyvinoul 
Rubin, who is the counsel for the Jewish Restitutional Successor 
Organizations. 

The American Jewish Congress is confident that this committee 
will present to the Congress a bill which, taking into account the 
recommendations made above, will be in harmony with the traditional 
concepts of American justice. If the committee desires, we will be 
pleased to suggest specific legislative language to implement ou 
recommendations. 

Senator Jounston. Do you have any questions, Senator Langer ‘ 

Senator LANGER. No questions, but I hope you prepare those amend 
ments. 

Senator JOHNSTON. We thank you for coming be fore Us. We W ill 
be glad to have any amendments you may wish to submit to the 
committee. 

Mr. Hyman. Thank you very much. 

Senator Jounsron. Mr. Julius Szasz, Cincinnati, Ohio, I believe 
you have a brief statement you wish to insert in the record. Do you 
wish to read it ? 

Mr. Szasz. Yes. 

Senator Jounston. Proceed. 


STATEMENT OF JULIUS SZASZ, CINCINNATI, OHIO 


Mr. Szasz. Mr. Chairman and gentlemen of the committee, my 
name is Julius Szasz. My address is 935 Marion Street, Cincinnat!. 
Ohio. I am a citizen of the United States. I desire to submit pro 
posed amendments to section 203 (e) of S. 2227 which is being con 


ama l 
sidered at these hearings. 

My proposals are as follows: 

That sec tion 203 (e) be amended (1) by substituting for the word 
“Germany” in line 1 on page 25, the words “Austria and Germany’ : 
and (2) by inserting the words “prior to the effective date of this 
title” after the word “removed” in line 2 on page 26. 

My reasons for this proposal are, in brief, the following: 

Austria was annexed to Germany in 1938 and for the purposes 
of this legislation is properly to be considered as identical with 
Germany. 
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2. ‘The date of removal should be clarified since the present lan- 


guage may be ambiguous. Substantial removals for the purpose of 


reparation may have occurred after May 8, 1945. The right to be com- 
pensated should clearly extend to any removals for re paration which 
occurred up to the effective date of the proposed legislation. 

Senator Jounsron. We certainly thank you for your statement 
and this proposed amendment. The committee staff will look into it. 
Do you have any further comments ¢ 

Mr. Szasz. I may substantiate it with the following two documents 
I have here an unrestricted letter from the American Legation of 
Vienna, dated November 12, 1946, No. 2042, subject : Property Inte rest 
in Austria of One Mrs. Marietta Deporis, to the Honorable Seer 
tary of State in Washington. 

Briefly, it states that the American Legation refers to the Secret: ry 
of State certain American property that has been transferred to the 
German Government under title in the books. Therefore, it has been 
considered a German property. 

In the Russian Zone, during the occupation, everything has been 
removed of this industrial private hospital. There fore, I state that 
this property that has been confiscated by the Germans in 1938 and 
title to which was transferred to the German Government, I don’t 
want to emphasize, but I just state the facts, and if necessary, I will 
introduce these officially, reproduced copies of the letter. 

The second document I have is that the American Legation of 
Austria, during the year 1947, March 15, and June 1, 1947, advised all 
people who h: id been listed as claimants in Austria of American prop- 
erties, were advised to file restitution ownership rights with the proper 
Austrian authority. This was made, but until the Russians left the 
Eastern Zone of Austria, even the ownership under title has not been 
transferred to the American ownership. It has been transferred since. 

Furthermore, I was in Austria myself. I have here some photo- 
graphs which may interest the committee which show the American 
property with the Russian sign. And here is the destruction of the 
property made September 18, 1955. Furthermore, I may introduce 
an article from a magazine 

Senator Jounsron. Regulations prohibit the insertion of pictures 
into the record. 

Mr. Szasz. It is well known. I don’t have to prove that this hap- 
pened. Even the Austrian magazines show that. 


Senator Jounsron. Well, when you state what happened, we take 
your word for it. 


Are there any questions ? 

Senator Lancer. In 1938 were you talking about the Anschluss of 
Austria ? 

Mr. Szasz. After the Anschluss, the Germans took over ownership 
by confiscation orders which have in some circumstances been recorded 
on the land books of the real-estate properties. In some instances it 
was recorded. 

In these instances, the American authorities proved that it has 
been transferred to the German Government ownership in 1944, 6 
years after the confiscation, but it always has been used by the German 
Government as a hospital. 

Senator Jounston. We certainly thank you, Mr. Szasz. 
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Mr. Szasz. 1 thank you very much, Mr. Chairman. 
Senator JoHNsTON. That finishes with the witnesses we have for 
iy. There are some that could not be here today, and we also heard 
‘that were supposed to be heard tomorrow. 
If someone has a statement that will not take over 5 or 10 minutes, 
. will be glad to hear him. 
Mr. Feingold. 


STATEMENT OF ALFRED FEINGOLD, NEW YORK CITY 


Mr. Fetncotp. I am Alfred Feingold, attorney from New York 
ity, and I am appearing in relation to S. 854, to amend section 32 
. Trading With the E nemy Act of 1917, as amended. 
if he purpose of my appearance here today is to assist this commit 
tee in approaching S. 854 with a clearer realization of what injustices 
can occur under the existing laws. 
| don’t think anybody here today has touched upon this particular 
phase that I am going to talk about, and that is that we, as lawyers, 
realize that the probate, surrogate’s, and children’s courts throughout 
‘land have as a principal precept in adjudicating questions arising 
nder last wills and testaments th at the intent of the testator is to 


5 sustained and any attempt to defeat this intent is frowned upon. 

lt goes without saying that a citizen who by will and testament 
has made a gift, devise, or bequest to anyone who becomes an enemy 
alien, as defined by the Trading With the Enemy Act, during times 
of war, has had the intent of his will and testament destroyed by 
legislative act. It is one thing to prohibit by legislative enactment 


the use of American moneys by enemy aliens which, if used, might 

‘fect our national security or safety; it is another thing to deprive 
un American citizen of the right to dispose of his earthly wares and 
<0 to defeat his will as to the disposition of his property. 

What situations can arise under existing law are best illustrated 
iv the following facts which comprise a claim for the return of prop- 

rty which is now pending before the Office of Alien Property. 

An American citizen by her last will and testament bequeathed a 
sum of money to two children whom she had befriended while on 
atripto Europe. At the time of her death these children were approxi 
mately 7 and 9. War intervened and thereupon the Office of Alien 
Property vested the bequest. At this time the children were 12 and 
14. They were not citizens or nationals of an enemy country but 

had the misfortune of residing in an enemy country. They arrived 

the United States many years later and learned of the bequest after 
the time limited by statute for the filing of claims. 

While we realize that under existing law, a serious question arises 
under section 32 as to whether or not these children, not citizens of 
this enemy country, were voluntary residents in the enemy country, 
woul seem that the enactment of the proposed law could clarify 
situations such as this. 

It would seem that the rationale underlying the entire law dealing 
with the Trading With the Enemy Act should not apply to bequests 

f American citizens. No American debtor desires to pay an enemy 
uring wartime. Nor does this Government wish enemies to have 
t their command moneys that will be useful in defeating our cause. 
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Furthermore, there is the question of indemnification. For these 
cogent reasons the law has been enacted to gather together the assets 
of enemy persons. 

The same reasoning cannot be applied in the case of American citi- 
zeus Who by will or by operation of law made a gift, devise, or bequest 
to a so-called enemy. In defeating the intention of the American 
citizen, reliance is placed upon a legal fiction, namely, that a property 
right has vested in the enemy at the time of the American citizen’s 
death. 

Certainly if the dead were to arise and find that the moneys which 
they had earmarked for the object of their bounty had become the 
property of the Office of Alien Property, their cries would be heard 
from all corners of the country to Washington. 

While I do not favor the transfer of any property to an enemy 
even though due to them by will, testament, or inheritance during 
time of war, I do believe that with certain safeguards, such as our 
recent freezing statutes, the intention of the deceased American citi- 
zens should be carried out by having these sums of money remain 
in custody during times of war and paid out in times of peace. 

I commend S. 854 for favorable action by this committee. 

Senator Jounston. Thank you, Mr. Feingold. I think you have a 
good point there. 

Mr. Freincotp. Thank you, sir. 

Senator Jomnsron. Is there anyone else who will only take about 
5 minutes? 

If not, we will recess until 10 o’clock tomorrow morning. 

(Whereupon, at 4:45 p. m., adjournment was taken until 10 a. m., 
the following day, Wednesday, November 30, 1955.) 
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WEDNESDAY, NOVEMBER 30, 1955 


UNITED STATES SENATE, 
ScuBcoOMMITTEE ON TrapING Wiru THE ENemy Act, 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D. C. 
The subcommittee met, pursuant to notice, at 10 a. m., in room 457, 
enate Office Building, Senator Olin D. Johnston (chairman of the 
beommittee) presiding. 

Present: Senators Johnston, and Langer. 

Also present : Harlan Wood, counsel for Subcommittee on Trading 
With the Enemy Act; Wayne H. Smithey, professional staff, Senate 
Judiciary Committee ; James N. Caldwell, Jr., assistant counsel, John 

Ingoldsby, SV xc special consultant to the committee: Wm. A. 
Stevens, Clerk, Subcommittee on Trading With the Enemy Act. 
Senator Jounsron. The committee will be in order. 
You may proceed, General. 


STATEMENT OF GEN. WILLIAM J. DONOVAN, ACCOMPANIED BY 
WALTER GERMANN AND JOHN J. WILSON 


General Donovan. Mr. Chairman and members of the committee, 
| have the honor to appear before you today regarding proper legis- 
lative action to return alien property seized by the United States 
during World War II. 

Senator Jounston. I believe you were in the First World War; 
is that right ¢ 

General Donovan. I have been in all of them. 

Senator Jounston. I believe you were in the 42d Rainbow Divi- 
sion ¢ 

General Donovan. That is correct. 

Senator Jounsron. I just want you to know I was in the same 
division, 

General Donovan. I know that very well. 

Senator Lancer. May I say, Mr. Chairman, he has even a greater 
honor; he is a graduate of Columbia University. 

General Donovan. That is right, with you. 

Senator Lancer. We were classmates. You made a good record 
there. 

Senator Jounston. We wanted you to feel at home. 

General Donovan. As I say, Mr. Chairman, I want to talk about 
proper legislative action to return alien property seized by the United 
States during World War II. In that connection, the problem of 
returning Swiss property is of particular importance. It has that 
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portance because the Swiss situation is unique. The Swiss are 
neutral in World War IL; they have never been our enemies. More 
over, the disposition of Swiss property seized by our Government 
during the war was the subject of an international agreement between 
the United States and Switzerland. 

What I wish to talk about is the international law aspect of the 
ownership of the stock owned by a Swiss corporation in General Ani- 
line & Film Corp., which was seized by the United States in 1942 
and 1943. 

Ninety percent of General Aniline’s stock is owned by Interhandel, 
a Swiss corporation. Interhandel began litigation in ‘the American 
courts in October 1948 seeking the return of its General Aniline prop- 
erty. Interhandel is re resented in this action by the Washington 
law firm of Whiteford Hart Carmody & Wilson. My firm, Dono- 
van, Leisure, Newton & Irvine, of New York ( City, was retained on 
November 20, 1950 on a consultative basis. We were asked (1) to 
analyze the available documents both here and in Switzerland re- 
lating to the case and (2) to give suggestions and advice to Inter- 
handel’s trial counsel. 

On April 16, 1953, at the request of Interhandel and its counsel, 
we furnished them an opinion letter stating our view of the legal po- 
sition of the Swiss Government by reason of an agreement entered 
into by it with the Governments of Great Britain, France, and the 
United States in 1946. This agreement is known as the Washington 
Accord, and it dealt with the problem of disposing of German prop- 
erty in Switzerland and Swiss property in the United States. On 
April 20, 1953, copies of this opinion were furnished to your com- 
mittee and to the Department of State. 

We advised that the Swiss Government had a right under the 
Washington Accord to arbitration of the dispute between it and the 
United States with respect to Interhandel. 

The Swiss Government has a unique position, not only under the 
Washington Accord, but also under its adherence to the International 
Court of Justice and the 1931 treaty of arbitration between Switzer- 
land and the United States. 

In view of the above facts, gentlemen, I believe that Interhandel 
has a right to get its property back and that our Government should 
return it promptly. 

(a) Seizure of Interhandel’s American assets: As stated, 90 per- 
cent of General Aniline’s outstanding common stock is owned by 
Interhandel. In 1942 and in 1943 Interhandel’s American assets 
were vested by the Alien Property Custodian under the Trading With 
the Enemy Act. 

(b) The Swiss Compensation Office (SCO): In the latter stages 
of World War II, the Swiss Government blocked any property in 
Switzerland owned directly or indirectly by German interests. ‘The 
Swiss Compensation Office, which I shall call for convenience the 
SCO, was ordered to execute the blocking and investigate the Ger- 
man interests. 

As part of its duties the SCO made an investigation of Inter- 
handel and concluded shortly after the end of the war that Inter- 


handel was in fact Swiss and therefore that no block should be im- 
posed. 
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fhe Allied Governments, however, told the Swiss that they had 
odaneaie of evidence of German control of Interhandel, but no 

roof was ever presented to the SCO. Nevertheless, the Swiss Gov 
nment deferred to the wishes of the allies and on October 30, 1945, 
rected the SCO to impose AY provisional block on Interhandel. As 
Le result the SCO then made another and further investigation of 
terhandel. This second investigation resulted in a confirmation 
2 of the original finding that Interhandel was Swiss and not Get 
in. The provisional block was not lifted, however, because the 


l, 7 Swiss Government had in the meantime begun negotiations with the 
n three Western Allies looking toward a disposition of German assets 
)- 1 Switzerland and the release of Swiss assets in the United States. 
nN The prov isional block was continued in force while these negotiations 
were pending. The negotiations resulted in the Washington Accord, 
n which was signed on May 25, 1946. As will be seen, the provisional 
0 block was continued in effect until 1948. 
, (c) The Washington Accord: The accord provides that the SCO 
ES would ‘ ‘pursue and complete” its investigation of the ownership of 
property in Switzerland. The SCO would liquidate any property 
1, i Switzerland found by it to be owned or controlled by Germans 
n Germany and the proceeds of such liquidation would be disposed 
cd of in accordance with certain provisions of the accord. 
e The accord specified that the SCO’s investigation would be con- 
mn, ducted in close cooperation with a Joint Commission composed of 
)- _ representatives of the four governments. If the Joint Commission 
mn disagreed with a decision of the SCO, or if the party in interest 
\- disagreed with such a decision, the case could be appealed to an au- 
thority of review. This was an appellate agency established under 
e | the accord whose sole function was to handle these disputes. It was 
1e agreed that any of the four governments which found the decision 
of the authority of review unacceptable could require arbitration. 
1e The accord also dealt with the release of Swiss assets in the United 
ul States. As you gentlemen know, almost all property located in this 
r- country which belonged to nonresident aliens was either vested 
frozen by our Government during World War II. With respect 
e] to Swiss property located in the United States, the accord provides 
ld in article [TV (1) 
The Government of the United States will unblock Swiss assets in the United 
r- States. The necessary procedure will be determined without delay. 
ie (qd) The authority of review: Before the accord was signed, Inter- 


handel began an appeal from the provisional blocking order my 


h by the SCO. After the accord was signed this appeal came before 
the authority of review. The authority of review reviewed the case 
es and on Janu: ary 5, 1948, confirmed the SCO decision that Interhandel 
In as Swiss and not German and directed that the provisional block 
16 be removed. 
” (¢) Diplomatic exchanges: None of the Allied Governments made 
r- ‘ ee, that this decision be submitted to arbitration. Conse juently, 
on May 4, 1948, the Swiss Government requested the United States 
r- - release Interhandel’s American assets. This request was based on 
e he provisions of article IV of the accord, whereby the United States 


agit to unblock Swiss assets in this country. The American Gov- 


77583—58——10 
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ernment refused to comply and considerable diplomatic correspondence 
ensued. 

Ultimately, the Swiss Government observed in its note of Septem 
ber 7, 1948, that the matter would have to be submitted to arbitration. 
The American reply of October 12, 1948, states that this suggestion 
was “completely unfounded,” and the Swiss were advised that it “ea 
not be : adopted.” 

These etforts of the Swiss Government to resolve the dispute through 
diplomacy having been unavailing, Interhandel, faced with the run 
ning of the statute of limitations, brought an action in October 194s 
in the American courts to recover its American assets. This action 
was dismissed in December 1954, without any trial on the merits, 
because of Interhandel’s failure to produce certain documents which 
under the laws of Switzerland it was unable to produce. The dis- 
missal was aflirmed by the Court of Appeals for the District of Co- 
lumbia in June of this year, and Interhandel’s petition for certiorari 
is now pending before the Supreme Court. 

There are two major issues on which the parties disagige. 

Senator Lancer. Pardon me; what documents were requested that 
they could not produce / 

General Donovan. Well, there were documents that were consid- 
ered secret by the Swiss Government and the Swiss banking, the se- 
curity of the Swiss banking. That is just what happened. 

Senator Lancer. Couldn't they produce photostatic copies or were 
they military secrets ? 

General Donovan. None of us ever had a chance to look at them 
so we could not tell what they were. Under Swiss law, bank records 
ure security matters. 

Senator JouNnsron. Does the record show when Interhandel secured 
the 90 percent of General Aniline’s stock ¢ 

General Donovan. I have not seen that. 

Senator Jounston. When did it come into control / 

General Donovan. I understand that that was years before the 
war, Senator—yvyears before. 

Senator JouNnsron. LT was asking that because that is not in the 
record. I don’t believe it is in your statement and I wanted to get 
in the record when it was. 

General Donovan. I think that Mr. Wilson can give you that, 
because he is their counsel. 

Senator Jounsron. Mr, Wilson will produce that for the record ? 

Mr. Witson. Mr. Chairman, as early as 1930, sir, Interhandel ac- 
quired the General Aniline stock. 

Senator Jounston. How much did they acquire? 

Mr. Wirson. Ninety percent, sir. 

Senator Jounsron. Ninety percent in 1930? 

Mr. Wison. Yes. 

General Donovan. Senator, that is all I know about that. 

Senator Jonunsron. Proceed. 

General Donovan. Let me repeat that there are two major issues 
on which the parties disagree: 

Whether the decision of the authority of review that Interhandel 
was truly Swiss was a binding decision under the accord. 
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Whether the obligation of the Lonited States under article T\ 
f the accord to unblock Swiss assets in the United States applies to 
lnterhandel’s American assets. 
The positions of each yroverhiment on these ssuies, and the views 
hich our firm has reached as a result of our studies, are as follows 


\. THE DECISION OF THLE AU TILORITY OF REVIEW 


The American Government's position. Phe American Govern 
ent asserts that the decision of the authority of review resulted from 
ippeal by Interhandel taken before the accord was signed. There 
fore, it is said that Interhandel’s appeal was not an appeal under the 
ccord. The State Department Says that, although invited DY the 
ithority of review to participate in the appeal, the Joint Commis- 
ion refused to do so on the ground that the Interhandel case, wc: 
the accord, was still before the Commission and therefore that the 
uthority of review was without jurisdiction. in: lly, the American 
(Government contends that the authority of review was without juris 
diction of the Interhandel case because the accord dealt not with prop- 
erty in the United States asserted by the United States to be German, 
but only with German property in Switzerland. 

The Swiss Government’s position: The Swiss contend that the 
Washington accord provides the procedure for determining whether 
particular property is in fact Swiss or German; that that procedure, 
to wit, the SCO and the authority of review, was utilized and that a 
decision resulted that Interhandel was Swiss. Since the United 
States did not appeal the finding of the authority of review, the Swiss 
claim it is now bound thereby. 

The Swiss say that if the accord deals only with property in Switzer 
land, then the Interhandel case is a matter for resolution under the 
accord because the prope ity in dispute is General Aniline stock and 
th: at the situs of that stock has always been in Switzerland. 

Our opinion on this issue: As to the merits of the opposing argu 
ment, it seems clear to us that the SCO investigation of Interhandel, 
while commenced prior to the signing of the accord, necessarily became 
an investigation under the accord as soon as the accord was signed. 
he accord quite clearly recognizes that the SCO was then investigat- 

ig the ownership of property in Switzerland and the parties to the 
ua obviously intended that those investigations would be con- 
tinued and the results thereof determined under the procedure set up 
inthe accord. The use of the words “pursue and complete” in article 
[ certainly makes it clear that would be done, supports this view, and 
must, to fully explain that, continue. 

Phe appeal ‘taken by Interhandel to the reviewing authority was, 
of course, initiated prior to the signing of the accord. However, since 
the SCO investigation of Interh: indel became an accord ed 
an appeal therefrom to the authority of review must be an appeal 
under the accord. In point of fact, the authority of review exists 
only by virtue of the accord and its sole purpose is to hear disputes 
arising under that accord. That is exactly what it purported to do 
in passing on the Interhandel appeal. 

We see no merit in the Joint C ommission’ s contention that it was 
not bound by the authority of review’s decision because of a pending 
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“proceeding” before the Joint Commission. Under the accord the 
Joint Commission had no authority to conduct such a proceeding. 
Its functions were to investigate, and to consult with the SCO. It 
did have the right to appeal an SCO decision to the authority of re- 
view, but did not exercise that right. Likewise the United States 
and the other signatory governments had the right to arbitrate the 
authority of review’s decision, but none exercised that right. 


B. INTERPRETATION OF ARTICLE IV OF THE ACCORD 


The American Government’s position: Article IV obligates the 
United States to “unblock” Swiss assets located here. The American 
Government contends that the word “unblock” means in this context 
merely that “frozen” assets, as distinguished from “vested” or “vesti- 
bule” assets, were to be released. It is urged that this meaning was 
made clear when the accord was negotiated and that an exchange of 
letters between the Swiss and the United States Treasur y Department 
in November 1946 supports this view. This exchange of letters deals 
with an expeditious procedure to be followed in releasing Swiss assets 
which were frozen by the United States. In securing the release of 
such assets, the Swiss agreed not to seek release of vested assets under 
this procedure. 

The American Government also takes the position that the authority 
of its negotiators was limited by congressional and treaty restrictions 
SO thi at the *y could not have agr eed to release vested assets here. 

The Swiss Government's position: The Swiss declare that there 
is no basis to attach a limited meaning to the word “unblock.” They 
say the word is not a technical term and that there is therefore no rea- 
son to give it a limited meaning. Moreover, they assert that no men- 
tion was ever made to them of the claimed limitations on the authority 
of the American negotiators. As to the November 1946 letters, they 
say that these letters dealt only with frozen assets simply because that 
was the only topic on which the United States Treasury Department 
would negotiate and that an agreement with respect to frozen assets 
did not in any way amount to a concession by the Swiss that they 
would not seek the unblocking of vested assets under the accord. 

Our opinion on this issue: Our view of this matter is that the 
hehe an argument on the meaning of the word “unblock” has no 
merit. U nder general principles of treaty construction, the word 

“unblock” would not be accorded the technical and limited meaning 
urged by the United States. As the Supreme Court of the United 
States observe in Geofroy v. Riggs (133 U.S. 258 (1890) ) : 

It is a general principle of construction with respect to treaties that they 
shall be liberally construed, so as to carry out the apparent intention of the 
parties to secure equality and reciprocity between them. As they are con- 
tracts between independent nations, in their construction words are to be taken 
in their ordinary meaning, as understood in the public law of nations, and 
not in any artificial sense impressed upon them by local law, unless such re- 
stricted sense is clearly intended. 

The argument that in the course of oral negotiations the American 
negotiators attached a limited meaning to the word in an argument 
quite without legal justification. Our own Supreme Court has set- 
tled this : question in an unanimous decision in Arizona v. California 
(292 U.S. 341 (1934) ). The Court said: 
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It has often been said that when the meaning of a treaty is not clear, recourse 
be had to the negotiations, preparatory works, and diplomatic correspon 

» of the contracting parties to establish its meaning. Nitelsen vy. Johnson, 

S. 47, 62; compare United States v. Teras, 162 U. S. 1; Terrace v. Thomp 

263 U. S. 197, 223: Cook v. United States, 228 U.S. 102. See Yu, The Inter 

| ation of Treaties, pp. 138, 192; Chang, The Interpretation of Treaties, p. 59 
et seq. But that rule has no application to oral statements made by those en- 
gaged in negotiating the treaty which were not embodied in any writing and 
ere not communicated to the government of the negotiator or to its ratifying 

dy (pp. 359-60). 

These oral statements, if made, have never been embodied in any 

vriting and, moreover, they were not communicated to the Swiss 
(;overnment prior to the signing of the accord. 

Similarly, the distinction sought to be made between the applica 
tion of “unblock” to frozen assets, on the one hand, and vested 
“vestible” assets, on the other, is, in our opinion, without substance. 
In reality, there is no such distinction because at the time the accord 
was signed, any asset which could be frozen was also “vestible” as 
were all assets in this country which were owned by foreign nationals. 

Moreover, if the intent of the negotiators had been to deal with 
frozen assets only, they would have used the word “unfreeze,” rather 
than “unblock.” The word “unfreeze” has the precise meaning which 
is now claimed for “unblock.” The choice of “unblock” demonstrates 
that the negotiators were intending to do more than merely “unfreeze” 
frozen assets. 

The November 1946 correspondence does not even refer to the ac 
ord, let alone purport to implement it. It is, of course, true that 
these letters dealt with the release of Swiss assets which had been 
frozen by the United States Government. It is equally true that as 
part of this agreement the Swiss agreed not to assert under the pro 
cedure set out therein a claim to return of vested property. The point, 
however, is that the Swiss were simply trying to secure a return of 
prone which was indisputably theirs. That cert: ainly should not 
be held to constitute a concession to the American position with regard 
to blocked or vested property. 

In our view there is no merit in the contention that the American 
negotiators lacked authority to release vested assets. This American 
contention rests on the falacious notion that the United States may 
unilaterally determine under article IV of the accord whether assets 
located in the United States are, in fact, Swiss. This contention also 
fails to give effect to section 40 of the Trading With the Enemy Act, 
enacted September 28, 1950 (64 Stat. 1079), which authorizes the 
President to conclude and give effect to agreements settling inter 
custodial conflicts involving enemy property. 

Now this question of arbitration of the Interhandel case. I think 
with all respect, Mr. Chairman, that it is quite plain that there are 
real and substantial differences of opinion between the United States 
and Switzerland in this matter. The next question, then, is how these 
differences can be resolved. 

Our firm has examined the legal position of the Swiss Government 
under the Washington accord, under the 1931 Treaty of Arbitration 
and Conciliation between the United States and Switzerland, and also 
in the light of the agreement setting up the International Court of 
Justice, to which the United States and Switzerland are parties. We 
have studied the other agreements and legislation cited by the Depart- 
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ment of State in the diplomatic correspondence. We have considered 
also various enactments of the Congress and certain decisions of the 
Supreme Court of the United States and of various international 
tribunals in the course of determining our view of the matter. We 
have also, as I have said, made a study of certain documents relating 
to the facts of this particular dispute. 

Based on all of this study, it is our view that the United States 
Government ought now to return Interhandel’s American property 
toitsowners. This the United States has thus far refused to do. The 
basic reason for our Government’s refusal appears to us to rest upon 
a narrow, artificial interpretation of the Washington accord, justified 
neither by sound Jaw nor wise policy. However, in view of the atti- 
tude of our Government, the right of the Swiss Government to a deter- 
mination of this dispute must be considered. Tt is our opinion that 


The application. of the Washington accord to property lo 
cated in the United States, vested or subject to vesting by the 
United States Government, and asserted by the Swiss Government 
to be Swiss, is an arbitrable issue under article VI of the accord. 

Senator JoHnsron. THlave you a copy of article VI? 

General Donovan. Yes, sir. 

Senator Jomnxsron. I think it would be well to insert it at this point 
in the record. 

General Donovan. Yes, sir. I will send that right up, Mr. Chair 
man, 

(Art. VI reads as follows :) 


In case differences of opinion arise with regard to the application or inter- 
pretation of this accord which cannot be settled in any other way, recourse shall 
be had to arbitration. 

Senator .lomnsron. Continue. 

General Donovan. It is our opinion that— 


The Swiss Government has the right to arbitration of this 
dispute under the arbitration provisions of the 1931 Treaty of 
Arbitration and Conciliation between the United States and 
Switzerland. 

The Swiss Government has the right to arbitration of this 
dispute before the International Court of Justice, under an agree- 
ment relating thereto to which Switzerland and the United States 
are parties, 

We recognize, of course, that it is within the power of the United 
States to avoid arbitration under any of these agreements simply by 
refusing to arbitrate. Morally and legally, however, the United States 
is bound to accept arbitration of this dispute. 


\. ARBITRATION UNDER THE WASHINGTON ACCORD 


As stated previously, the differences between the parties as to the 
Washington accord are (1) the situs of the property in dispute, (2) 
whether the procedure set forth in the accord for : ascertaining the true 
ownership of property in Switzerland was followed, and (3) the proper 
construction to be given to article LV of the accord. 

Will you want a copy of this text, too? 

Senator Jonnston. I think we should have that, too. 








he 
2) 


“ue 


er 
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(Text of art. LV is as follows:) 

1. The Government of the United States will unblock Swiss assets in the 
United States. The necessary procedure will be determined without dela) 

». The allies will discontinue without delay the “black lists” insofar as the) 
necern Switzerland. 

(rt neral Dono AN. Certainly ditfe rehnces of Opto have Nrineil iv 
veen Switzerland and the United States with regard (a) to the ; 

ation of the accord to Interhandel, and (/) with respect to the 
terpretation of article IV of the accord insofar as vested assets are 

erned. These ditferences of Oplhlon have not thus fai been set 
cd in any other way, although the Swiss Government has on several 

SIONS requested the United States to hnevotiate a settlement. This 
eing so, there is, in our view, no possible doubt but that this arbitra 
Ton clause Is appli able ana the parties should how resort to arbitra 
tion to settle their differences. 

The only substantial legal problem with respect to arbitration 
nder the accord is that the arbitration provision does not contam 
hat is known in international law as a compromis. A compromis 
san agreement which fixes the arbitral tribunal, provides a means 

of determining the issues to be enforced, and settles other details of 
the arbitration. The accord does not contain a compromis. It has 
been felt by some authorities that it was essential that international 
agreements relating to arbitration contain a compromis, so that neither 
party could evade arbitration by refusing to agree on such matters. 

The United States may, of course, evade its obligation to arbitrate 

this dispute by refusing to agree on the nature of the arbitral 
bunal or its jurisdiction. Notwithstanding this lack of a compromis, 
however, the arbitration provision of the accord quite clearly imposes 
an obligation, presumably undertaken in good faith, to arbitrate dif- 
ferences of opinion like the ones presented here. Under these circum 
stances we are therefore of the opinion that article VI of the accord 
constitutes an agreement by the United States to arbitrate this dis 
pute and that the United States would be bound to this commitment 
if the Swiss Government requested it to arbitrate. 


B. ARBITRATION UNDER THE 1951 TREATY 


On February 16, 1931, the United States and Switzerland entered 
into a treaty of arbitration and conciliation. This treaty provides 
that any dispute between the two countries which (a) is juridical in 
nature, (6) is not within the domestic jurisdiction of either govern- 
ment, and (¢) does not involve the interests of third parties, shall be 
submitted to arbitration. 

The Interhandel dispute is clearly juridical in nature since it in- 
volves the ownership of — ty. Moreover, it is a dispute which is 
susceptible of decision by the application of principles of law and 
which involves the construction of an international agreement. 

We are of the opinion that under the well-settled rules of inter- 
national law the Interhandel case is not now within the domestie 
jurisdiction of the United States. It has been decided in a number of 
cases, and I will send that up to you, Mr. Chairman, if you wish, be- 
fore various international tribunals that a matter which is not nor- 
mally regulated by international law, such as the ownership of prop- 
erty within a state, may assume such status by virtue of obligations 
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undertaken by the state toward other states. Thus, whatever may 
have been the unrestricted sovereign right of the American Gover S 
ment to determine the ownership and disposition of Interhandel’s 

assets here, such right must give way to the obligation specified in the 

accord to settle this question through resort to arbitration. In a case ; 
such as this the United States has conferred jurisdiction of this dis 
pute on the International tribunal by virtue of its having executed 

the Washington accord. 

It seems evident that the Interhandel dispute does not involve the 
interests of third parties. We recognize that Great Britain and ' 
France were signatories of the accord and were represented on the 
Joint Commission. However, neither Government has any interest, | 
proprietary or otherwise, in the subject matter of the dispute, and a 
resolution thereof would not affect property or national interests of 
either country. 

Accordingly, we are of the opinion that the Swiss Government has 
the right to require arbitration of this dispute under the 1931 treaty 
between it and the United States. 

By Presidential declaration dated August 14, 1946, made pursuant 
to authorization of the United States Senate, the United States de- 
clared its adherence to the compulsory jurisdiction clause contained 
in article 36 (2) of the Statute of the International Court of Justice. 
Switzerland similarly declared its adherence to the clause by a dec- 
laration dated July 28, 1948. The only possible basis for contending 
that the United States is not bound to arbitrate this matter before the | 
International Court, if Switzerland so requests, is found in certain 
reservations made by our Government at the time the declaration as 
adopted. The United States specified that its agreement to submit 
matters to arbitration before the International Court would not apply, 
inter alia, to disputes with regard to matters which are essentially 
within the jurisdiction of the United States of America, as deter- 
mined by the United States of America. 

The United States could, of course, avoid submission of this dis- 
pute to the International Court of Justice merely by asserting that 
the dispute between it and Switzerland as to the meaning of the 
accord was a dispute essentially within the domestic jurisdiction of 
this country. However, the Senate debates on the arbitration clause 
indicate quite clearly that this reservation was not designed to allow 
the United States to take such a position. ' 

The debates in the Senate which preceded the adoption of the 
Declaration of Adherence indicate that this reservation made by our 
Government was designed primarily to protect this country against 
a possible erroneous ruling by the International Court that such 
matters as tariffs or immigration were within its jurisdiction. Con- 
cern on these points was first voiced by Mr. John Foster Dulles, then 
an adviser to the Senate Committee on Foreign Relations. 

Senator Lancer. May I interrupt to say that that was the attitude 
of Senator Morse of Oregon, who gave the main speech. 

General Donovan. That is right. 

Senator Lancer. He went into that very thoroughly at that time. 

General Donovan. That is right. And I want to quote, also, from 
Senator Connally. Senator Connally introduced an amendment in- 
corporating this reservation. The debates made it clear that the 
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[nited States would not take advant: ige of this reservation to avoid 
| submission of a dispute otherwise properly before the Court. 1 think 
‘s e following statement by Senator Connally puts the matter very 


ell: 


Several Senators have argued that by this amendment the United States 
id put itself in the position of corruptly and improperly claiming that a 
tion is domestic in nature when it is not, thereby taking advantage of an 
erhational dispute and saying that since the question is domestic, we will 
bide by the decision of the Court. Mr. President, I have more faith in 
Government than that. I do not believe the United States would adopt 


ut bterfuge, a pretext, or a pretense in order to block the judgment of the 

e Court on any such grounds. I do not object to submitting to the Court; but 

t. efore doing that I want to know what are the issues, and what is the juris 

n of the Court In international affairs the United States has neve) 

: lopted a policy of pretext, pretense, subterfuge, or excuse (Congressional 
iT iwecord, 79th Cong., 2d sess., p. 10695). 


We agree with the Senator, and are therefore of the opinion that 
the Swiss Government may properly require arbitration of this matter 
before the International Court of Justice. 

Now, Mr. Chairman, this case is one involving important principles 
of international law. It concerns our relations with a nation which 
has long been our friend, and which has stood in the forefront of 
: western democracy for centuries. The United States has, by three 


: different international agreements, bound itself to submit to arbitra 

tion disputes like the one involved here. The settlement of this dis 
e pute with Switzerland has broader implications than the mere settle 
m ent of property ownership claims. We are committed, as a nation, 


Nn 
to seek peaceful settlement of international disputes. Our Secretaries 
iS ¢ 


of State, since the turn of the Cera have encouraged the use of 


. arbitration as a means of achieving such settlements. Our representa 

ys tives at the United Nations have consis‘ent ly supported the efforts 

) being made there to draft an International Arbitration Convention. 

e We cannot effectively urge this course on other nations unless we our 

. selves agree to arbitrate such disputes as this one with Switzerland. 

c Senator Jounsron. Any questions? Do you have any questions, 

a Senator Langer ? 

s Senator Lancer. I would like to have the General—that is your 

rt title / 

= General Donovan. I have been called worse than that sometimes. 

” Senator Lancer. I would like to have you just summarize very 
briefly as to what in your opinion this committee ought to do or not 

7 do in connection with the legislation. 

: General Donovan. Well, | think, of course, and my view is the 

st view that was expressed by Mr. Dulles a year ago, and I believe that 

‘h we should immediately undertake to pick up that property, as he says, 

P and I think that we have a special obligation to return the prope rty. 

- Senator Lancer. My question rel: ates, rather, to what Senator Olin 
Johnston and I would like to know—I know I would and I imagine 

le he would like to know—what your recommendation is as far as pro 
posed legislation is concerned in connection with this particular 
legislation. 

ie. General Donovan. You mean the legislation on arbitration here ? 

m Senator Lancer. Legislation dealing with the return of this 

n- 


property. 
he 
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General Donovan. Well, on the general return, I agree with that 
completely, sir 

Senator Lancer. Whether the property go to Switzerland, Japan, 
Germany, or Austria, it should be returned in toto 4 

General Donovan. That is right. 

Senator Lancer. That is all, Mr. Chairman. 

Senator Jounston. Mr. Smithey has a question. 

Mr. Smrruey. General Donovan, has the Swiss Government’s in- 
terest in this matter been based primarily on its capacity as the gov- 
ernmental representatives of its nationals? 

General Donovan. I suppose that every government does that. 

Mr. Smirney. Well, has that been its primary interest; that is what 
lam asking? 

General Donovan. It hasn't been stated so in any terms, but I think 
we would put that as the case, sir. 

Mr. Smirney. You would say so? 

General Donovan. Yes. 

Mr. Smirury. If that is so, is the dispute between the United States 
and Switzerland properly an intercustodial conflict, in terms of the 
act of September 1950, as stated in your statement ? 

General Donovan. I don’t see any difference in that, because this 
whole intercustodial question is incidental to the question of these 
various conventions of the treaty. 

Mr. SmirHey. However, they do not claim custody of the General 
Aniline Film stock, do they ¢ 

General Donovan. Why the custody of the film stock, and I don’t 
want to discuss that lawsuit now—I don’t think I ought to be asked to 
do that because that isn’t the bearing. The bearing we are dealing 
with is the problem of whether or not this thing, whether or not this 
question, should be decided by arbitration. I have tried to enumerate 
these various conditions under which it should be done. 

Mr. Smrrury. I have only taken your own authority cited on page 
13 as to why you don’t agree with the State Department position, and 
I would still like to find out from you if the Swiss Government claims 
this property in a custodial capacity. 

General Donovan. No. It has never stated that. This was my own 
suggestion, that it is related to the same kind of question. The Swiss 
have never said that. But I think it has that relation. I am respon- 
sible for that, not the Swiss. 

Senator Jounsron. But the Swiss Government does feel that they 
should protect the individuals of that nation. Is that the position 
they take? 

General Donovan. That is right. 

Senator JouNnsron. Has there been much agitation in Switzerland 
for the return of this; that is, by the Government, the Parliament, 
and the President ? 

General Donovan. I think Mr. Germann and Mr. Wilson will know 
that better than I because I have not been there to see that with my 
own eyes. 

Senator Jounsron. We certainly thank you for coming forth and 
giving us that information. 

General Donovan. Thank you very much. 

Senator Jounston. I believe we have some ex-Senators here. Are 
they ready'to proceed ¢ 
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Senator Lucas. | am ready to testify, sir. 
P } 
senator JOHNSTON. I ui glad to see my former leadel here. You 
LV proceed, 
senator Lucas. Thank you, Mr. Chairman. 


STATEMENT OF FORMER SENATOR SCOTT W. LUCAS 


Senator Lucas. Mr. Chairman and members of the subcommittee 
of the Senate Committee on the Judiciary, my name is Scott W. Lucas 
lama practic ing attorney, 1025 Connecticut Avenue, Washington, 
i ¢. us appear before your committee in support of the princip les 
of the Senate bill 854, introduced by the distinguished Senator from 
North Dakota, Mr. Langer. 

Mr. Chairman, in the Sist C ongress, the Senate Judiciary Committee 

ndorsed the objectives of this bill, when it re ported favorably 8. 2929, 

«lin that Congress, the Senate unanimously passed the bill. 

‘The Senate Judiciary Committee repe: ated its endorsement of the 
equities of S. 854 in the 82d Congress when it reported favorably 
S. 172 

During the 83rd Congress, when I testified in favor of S. 155, Assist 
ant Attorney General Townsend, in charge of the Office of Alien 
Property, commented, “Generally speaking, | am entirely in sympathy 
with the objectives of the bill. There is no question about that.” And 
shortly thereafter the junior Senator from Illinois, chairman of the 
Judiciary Subcommittee on Trading With the Enemy Act measures, 
introduced S. 2477, section 4 of whic h incorporated the principles of 
oo: 1d5. 

I must say I was somewhat disappointed, but I have great respect for 
the legal ability of General Townsend and I can understand how law- 
yers change their mind once in a while upon important questions of 
this character. 

Mr. Chairman and members of the committee, what is the objective 
of a bill which has received such legislative and executive endorse- 
ment’ It is a simple proposition: It is to return to their owners the 
German and Japanese vested property, where that property was 
quired from an American citizen by gift, trust, annuity, devise, be- 
q ae inheritance, or as a benefici: iy of an insurance policy 

Under the Trading With the Enemy Act, a citizen or national of 
(Germany or Japan is ineligible for a return of vested property. All 
S. 854 does is to remove that ineligibility as to one c ategory of claim- 
unts—those who acquired the property from an American citizen. 

It is important that this issue not be confused with the broader ques- 
tion of comprehensive return legislation, with or without limitations. 
Hearings on S. 854 should not be made a forum for debating the justice 
of returning all vested property, the precedent of the return of 50 
percent of German vested property following World War I, the effect 
of the return of privately owned Italian property after World War 
II, the morality of retaining confiscated property, or the economic 
and political advantages which might accrue to us from the act of 
grace in returning such property. 

No, Mr. Chairman, however compelling these considerations may be 
in connection with other measures, so far as S. 854 is concerned, the 
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principle, unencumbered by such other factors, stands uniquely on its 
own merits, and may be reduced to the following propositions : 

|. In time of war or national emergency, it is necessary to seize 
enemy property—to take it, take it quic ckly, and take it in such a way 
as to immobilize its usefulness to the enemy. 

2 The vesting authorization legislation was so sweeping that unit 
te nition: ul hi en resulted. 

The property covered by S. 854 is a category of such inequities, 
for ‘Anais be was American property, developed and earned by 
Americans, and remained in this country, not to advance the enemy war 
machine, but—in the words of this committee's report on S. 172 of the 
83d Congress 


to aid and abet the Government, in the way all property does, to a successfu 
fruition of the war 

Perhaps a few examples will better identify this category: 

In the 82d Congress, Senator Butler, of Nebraska, in urging the pas 
sage of S. 172, gave the example of the Office of Alien Property seiz- 
ing the proceeds of a GI insurance policy upon which there had been 
collected premiums from an American soldier, where it developed that 
the beneficiaries of his policy were ineligible claimants because they 
resided in Germany. 

Another example: Years ago, a man I shall call George, built up 
a successful business through industry, hard work, and American 
know-how. He and his daughter, Anna, were active in charitable 
causes, strongly dedicated to Catholicism. Upon George’s death, 
he left most of his legacy to Roman Catholic institutions. Anna, 
despite her marriage toa German national, maintained her American 
citizenship. 

When Anna died in 1937, it was disclosed by her will that she had 
not only left substantial legac ies to Roman Catholic institutions, but 
had also left some property in trust to her son George, a German na- 
tional, and his children. Her-son George was a German national by 
virtue of his father’s German ¢ itizenship. 

Nevertheless, son George spent his formative years in the United 
States and even during his teens and twenties made many visits back 
to the United States where his family and friends were. 

At the outbreak of hostilities, son George was living on a farm in 
Germany. 

Senator I.ancer. Senator Lucas, I mean no offense, but I have to 
leave a minute. I will read your statement later. 

Senator Lucas. I understand, Senator; I have been around the table 
here before. 

(Whereupon, Senator Langer withdrew from the hearing room.) 

Senator Lucas. His known American associations, his vigorous 
adherence to the Roman Catholic faith, his expressed opposition to 
the National Socialistic Party, his great interest in the United States. 
his mother’s American origin, and his opposition to the ideology of 
the Nazi Party resulted in his becoming the subject of hearings and 
investigations by the Gestapo, his depriv ations of normal official assist- 
ance, and of constant threats of arrest. 

Similar oppression and persecution were visited upon son George's 
son, Adolf, vho is now a permanent resident of the United States. 
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Son George's property, Which he tmherited from his American 
other, has been vested by the Office of Alien P roperts Phat Offies 

lds itself unable to return this property to (reorge for the reason 

it George was a citizen of Germany in December of 104 

Let me give you still another example: 

Years ago, a third-generation American who had become wealthy 

rough a business which he conducted in America, died and left a 

il] under which i trust Was set up. The trust consisted of securities 

American corporations, and an American bank was named as 
trustee. 

Under the terms of the will, the daughter was to have the life 
ncome from the trust, with the corpus of the estate going to het 
hildren. She married a German and was living in Germany with 
er children when hostilities broke out. Her interest in the trust, as 
vell as the corpus of the trust itself, was vested by the Office of Alien 
Property. 

This lady has since reacquired her American citizenship, whereupon 
he Office of Alien P ee released her interest in the trust. 

Ilowever, the Office of Alien Property has retained the vested cor 
pus of the trust and, unless this bill passes, upon her death her chil 
dren will be penniless and unable to realize on the beneficence of their 
\merican grandfather. 

This illustration sh: arply defines the illogical character of the pr 


ent law, for the grandfather could have provided for the entire 
estate to go to his daughter, in which event, upon her reacquisition of 
American citizenship, the Office of Alien Property’s interest would 


ave been entirely released. 

But because the grandfather felt that his American securities would 
return an adequate income for his daughter and wanted the corpus 
of the estate to be distributed among her children, the technical opera- 
tion of the law has resulted in leaving the children destitute. 

Finally, I give you an example by quoting from the final report 
of this committee's Subcommittee To Examine and Review the 
Administration of the Trading With the Enemy Act, filed early 
1954: 


No more vivid illustration of the far-reaching and, no doubt, unrealized effect 
of the confiscatory program inaugurated by the Treasury Department in 1945 
can be found than in vesting of certain assets of the estates of former United 
States Senators Francis E. Newlands and William Sharon, both of Nevada. 

Senator Newlands married Clara Sharon, daughter of the Senator from 
Nevada. One of the daughters of this union, Frances, married Leopold von 
bredow, a German national. Frances Newlands von Bredow died 2 years after 
her marriage, leaving her infant daughter, Friederike and her husband surviving. 
The fortune, all in the United States, inherited from her grandfather, Senator 
Sharon, was divided between the daughter Friederike and the husband Leopold 
von Bredow, under German law. 

A number of years later, Leopold von Bredow married again and had ei 
other children. 

Upon his death, he left the fortune inherited from his American wife, Frances 
Newlands. to his nine children. Friederike, having inherited a substantial 
ortune directly from her mother, waived her share in favor of her half brothers 
and sisters. 

All of the assets which descended to Friederike and her brothers and sisters 
were located in trusts created in the United States. These assets were vested 
inder the Trading With the Enemy Act. 


in 


ght 
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The von Bredow family have a record of opposition to the Nazi Party and 
were active participants in the underground. Members of the family were 
imprisoned for their complicity in the plot to assassinate Hitler. 

Kriederike and her six children are citizens of the United States and resi- 
dents of the State of Nevada. One descendant is a member of the Armed 
l’orces of the United States. 

The committee finds that the confiscation of the assets of the estates of former 
Senators of the United States through attachment from their descendants and 
relatives has accomplished no real objective. In truth this act is a blow at 
family unity and respect for private property for Which this country stands 
champion throughout the world. 

I believe, Mr. Chairman and members of the committee, that enough 
has been said to make it clear that it is time to recognize the distine- 
tion between returns based on geographic location or political identi- 
fication, on the one hand, and returns based on the source of the vested 
property, on the other hand. There is no logic or equity in consoli- 
dating these types. Those whose vested property was acquired from 
American citizens form a separate, identifiable, clearly distinguish- 
able category of claimants. In simple justic e to those whose property 
was derived from American citizens, C ongress should move quickly 
to restore such property. Far too much time has been spent in debat- 
ing the large question of comprehensive return while a clearly dis- 
tinguishable small group, to whom return has never been opposed on 
merit, has been denied the justice due them. This Congress now 
has an opportunity to complete the action which this committee and 
the Senate itself have so unequivocally endorsed. 

You will notice that I have referred to the principles of S. 854, 
rather than to S. 854 itself. I have done this deliberately, for S. 854 
is worded exactly as its predecessor bills were worded in earlier 
Congresses, whereas developments since those days call for certain 
technical modifications. At the conclusion of this statement, I have 
taken the liberty of setting out a redraft of S. 854 to reflect the fol- 
lowing changes, and these changes take care of all the technical ob- 
jections made by General Tonsend yesterday before this committee. 

1. S. 854 is confined to Germany and Austria. Since Austrian 
nationality is no bar to recovery and since Japanese nationality is on 
the — basis as German, my redraft substitutes Japan for Austria. 

2. S. 854 requires that the returnee be a citizen or national of Ger- 
wane (or Japan). Some eligibles are no longer German subjects but 
United States citizens. My redraft accommodates itself to this situ- 
ation by incorporating the proposed amendments to S. 854 offered 
by Senator Bible on July 5, 1955. 

To cover all possible sources of American derivation, my redraft 
broadens the degree of consanguinity to an American, and, whereas 
S. 854 speaks only of property acquired by gift, device, bequest, or 
inheritance, my redraft adds property ac quired by annuity, trust, or 
as beneficiary of an insurance policy. In this respect, my redraft 
follows the lanuage of section 4 of S. 2477 of the 83d C ongress, intro- 
duced on July 24, 1953, by Senator Dirksen, cosponsored “by Senator 
Hendrickson, Senator Ives, and Senator Smith (of New Jersey). 

4. S. 854 is confined to Germany and Austria and prohibits returns 
to those who fail to show by reliable, probative, and substantial evi- 
dence that they have never been a member of the Nazi Party. It 
occurs to me that present administration thinking on limitations of 
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eturn, based on past activities, provides a more acceptable standard 
Hence, my redraft adopts the appropriate language of the State 
[department measure, identified as S. 2227. 

In conclusion, may | point out that the bill is not an unlimited 
sas ta ip section 32 of the Trading With the Enemy Act. For: 

The exceptions to ineligibles under section 32 must be persons who 
\ aan their property or Interest In property from an Americar 

tizen. 

. The acquisition must have been by a citizen or national of Get 

ny or di apan. 

The acquisition can mene have been by gift, trust, annuity, devise, 
b quest, r inheritance, or as beneficiary of an insurance policy. 

i Only those who can anche that the *y have never committed a war 
crime, nor lived (between certain dates) in the Iron Curtain coun 
tries, are eligible for return. 

The bill does not call for an appropriation. It merely enlarges in 
circumscribed areas the eligibility of claimants who, if they can 
qualify, must still prove their claims. Yesterday I heard General 
Townsend— 

Senator Jounston. Colonel Townsend. You may have made him a 
ceneral overnight. 

Senator Lucas. I am willing to promote him if it will do my bill 
any good, 


Colonel Townsend yesterday discussed the question of ap propria 
tions and said that there were no appropr lations that were now in the 
Treasury that would take care of the $78 million, as I recall, that he 
anticipated that the Government might be compelled to pay in the 


event that this bill became the law. 

Well, Mr. Chairman, as a former Member of the United States 
Senate, I have seen hundreds of bills passed where there was no 
appropriation for it, private bills anywhere from $200 up to perhaps 
a hundred thousand, and the Congress always found a way to find the 
money to pay those private bills. It it my studied judgment that this 
particular measure that is before the committee at the present time 
has just as much merit and justice in connection with it as any private 
bill that we have ever passed in the Congress before and if the 
Treasury is so short of money, not to be able to pay whatever is neces 
sary under this bill, they can take the 78 million off of foreign aid that 
is going to other countries and give it to the people of the United States 
or the people who are entitled to it under this bill. That would be one 
of my suggestions, so that it wouldn’t be coming out of the United 
States Treasury direct. 

[ think the Chair will agree to that proposition from what I know of 
a Pe ist position on the question of foreign aid. 

The principles of this bill have twice been endorsed by this 
omtadiiae were in a bill which once unanimously passed the Senate, 
and have been approved by the Assistant Attorney General in charge 
of the Office of Alien Property. There has never been any opposition, 
on the merits, to this type of legislation. 

Mr. Chairman and gentlemen of the committee, it goes without 
saying that every Member of Congress is possessed of a constant 
disposition to render every man his due. You are vitally concerned 
in the distribution of justice in every meritorious cause. This prin- 





150 RETURN OF CONFISCATED PROPERTY 


ciple is deeply rooted and grounded in the American way of life. 
It is one of the basic reasons ‘why this country has become the leading 
nation of the world. Our governmental leaders, with few exceptions, 
have always lived with fidelity and integrity as their perpetual com- 
panions. We, asa free people, have c lung to a code of honor which 
makes other nations look upon our dealings with life and property 
with confidence and composure. 

On the theory that our own security was involved, we have seen a 
generous Congress appropriate billions of dollars of the taxpayers’ 
money to aid and help those we vanquished in World War IT. 

Nazi Germany was 1 of our 2 major enemies in World War II. 
She was defeated. Who has come to her rescue? Obviously, the 
United States. We poured over $3 billion of grants and gifts into 
her rehabilitation program. I understand we have forgiven approxi- 
mately one-half of that sum. In addition to this, we have agreed to 
the pardoning of hundreds of Nazi war criminals. In many cases, 
we have approved the restoration of their property in Germany, with 
the result that they are now doing business at the same old stand. 
These postwar efforts are being neutralized by our present departure 
from our historic policy of nonconfiscation. 

Mr. Chairman, this is not a picture that can be made the subject 
of ostentation when you realize that other German citizens, many 
of whom were anti-Nazi, are found in the category of claimants under 
this measure before you. Gentlemen of the committee, I ask the 
Congress in the name of all that is good and holy, how long, oh, how 
long will these owners of American property be compelled to pursue 
their objective before justice is obtained? It strikes me that our repu- 
tation as champions for the respect of private property is being 
turnished beyond recognition. 

Let me qualify that statement by congratulating the Judiciary 
Committee of the United States Senate on its excellent work in pass- 
ing favorably upon this bill on two previous occasions, and I aa 
with you for a repeat performance. Do not permit this important 
segment of property owners to become enmeshed and lost in the many 
ramifications of the overall picture. Let this legislation once again 
stand on its own merits. If you do that, I am convinced that you 
will grant to these owners of United States property the priority 
treatment they deserve. Any further delay by the Congress in pass- 
ing this highly meritorious bill will violate the American spirit of 
justice and fair play. 

We contend with all the sincerity that we possess that the position 
taken by this category of property owners is morally just, equitably 
just, an id the Congress, by enacting this legislation, can make it legally 
just. 

That concludes my statement. 

Senator Jounston. We certainly thank you for coming before us. 

T don’t think we have any questions, sir. 

Your amendments that are attached to that you want a part of the 
record ? 

Senator Lucas. Yes, sir; the amendments attached take care of all 
the technicalities of Colonel Townsend yesterday. 

(The amendments read as follows :) 
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a) Subdivision 382 (a) (2) (D) of the Trading With the Bnemy Act, as 
ended, is amended by inserting before the semicolon at the end thereof the 
ving new proviso: “Provided further, That no individual who is a citizen 
itional of Germany or Japan or a citizen of the United States who is a 
mer citizen or national of Germany or Japan shall be considered ineligible 
a return of any such property, interest, or proceeds by reason of this subdi 
sion or subdivision (C) if such property, interest, or proceeds was acquired 
y such individual from an American citizen or a mother, grandmother, or other 
male ae by consanguinity who at the time of her marriage was an Amer 

n citizen, by gift, trust, annuity, devise, bequest, or inheritance, or as bene- 

ary of an insurance policy.” 

b) No return of vested property shall be made pursuant to this section to— 

“(1) any person who, or whose predecessor in interest, has made claim 
to such property, or brought suit for the return thereof, and who has entered 
into an agreement with the United States, the Alien Property Custodian, or 
the Attorney General in settlement or compromise of such claim or suit; 

“(2) any natural person who on January 1, 1955, or at any time there- 
after maintained his principal dwelling place, or any corporation, partner 
ship, association, or other unincorporated body having its sole or primary 
seat in the Soviet Zone of Occupation of Germany, in the Soviet sector of 
Berlin, in German territory under provisional Polish or Soviet administra- 
tion, or in Albania, Bulgaria, Communist China, Czechoslovakia, Estonia 
Hungary, Latvia, Lithuania, North Korea, Poland, Rumania, or the Union 
of Soviet Socialist Republics, or in any other nation or area which the Secre 
tary of State advises the Attorney General is dominated or controlled by 
the foreign government or foreign organization controlling the world Com- 
munist movement; or 

“(3) any person convicted of war crimes. For the purposes of this sub 
section, ‘convicted of war crimes’ means the entry of judgment against any 
person who has been convicted personally and by name by such courts as 
may be designated by the Secretary of State of murder or ill treatment or 
deportation for slave labor of prisoners of war, political opponents, hostages, 
or civilian population in occupied territories, or of murder or ill treatment 
af military or naval persons, or of plunder or wanton destruction without 
justified military necessity.” 

(c) Notwithstanding the provisions of section 33 of the Trading With the 
Enemy Act of 1917, as amended, a claim for a return based upon the amendment 
made by subsection (a) hereof may be filed at any time within one year after 
the date of the enactment of this Act. 


Senator Jonunston. Senator Capehart is in the room, and we will 
hear from him now. if it pleases him. 
Senator Carprnartr. Thank you. 


STATEMENT OF HON. HOMER E. CAPEHART, UNITED STATES 
SENATOR FROM THE STATE OF INDIANA 


Senator Carrnart. Mr. Chairman, members of the committee, I am 
happy to testify this morning in response to your letter of November 
18 because it is very important that the matter on which your com 
mittee is so faithfully working should be settled at the earliest pos 
sible moment. 

During the meeting of the monetary fund in Turkey earlier this 
vear, the shocking massacre of Greeks in Turkey took place. The 
United States Government failed to speak out immediately and force 
fully against this barbaric mistreatment of a minority group, with 
the result that America has lost much of the good will built up in 
Greece by our program of aid since World War IT. 

A member of the Foreign Relations Committee could quite natu 
rally be apprehensive lest similar mistakes in psychological strategy 
be made in the conduct of our foreign policy. 


77583—_56——_11 
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For example, the United States may be showing a shocking indiffer 
ence to the abuse in our own country of the property rights of Swiss 
citizens. 

A visitor to Switzerland who is interested in the views of the citizens 
of that country quickly becomes aware that America’s seizure and con- 
tinued retention of General Aniline & Film Corp. has engendered a 
very real sense of grievance. Swiss officials have no hesitation in mak- 
ing strong statements in support of Interhandel. 

Informed citizens there are unable to comprehend the failure of the 
United States to live up to the Washington accord, which commits the 
United States to return to the Swiss all their assets in this country. 

Prominent members of the Swiss banking community fail to under- 
stand the American attitude. Their feeling is that any conflict or 
impediment in reciprocal financial relations between Switzerland and 
the United States tends to hamper the otherwise inherent confidence 
of the Swiss in the political and financial behaviour of the United 
States which we always take for granted as we take the friendship of 
the Swiss for granted. 

This may one day affect the attitude of the Swiss money market, 
which is at the same time the only really independent currency market 


outside the United States in which the value of moneys, including the 


United States dollar, is truly reflected. 


This risk would, of course, be especially apparent to members of the 


Senate Banking and Currency Committee, who know from experience 
the importance of the Swiss money market, but all American citizens 
should be made aware of the difficulties and mistrust resulting from 
the continued vesting of the assets in the United States of citizens of 
a neutral nation which has always been a friend of the United States. 

Aside from the particularly urgent problem created by the con- 
tinued seizure and attempted confiscation of neutral property, a mem- 
ber of the Senate Foreign Relations Committee must also plead for 
the return of the United States to the principle of sanctity of private 
property in general which would, of course, call for the return of all 
properties, including former enemy property, to their legitimate pri- 
vate owners. 

A bill calling for full return of all property vested during World 
War IT, as 8S. 995 does, seems justified at the present time as an affirma- 
tion of one of the highest principles of the Western democracies, 

An expert in Latin-American matters must be sorry to find that our 
Latin-American friends are beating us one after the other by returning 
former enemy assets which they had seized during World War II. 

There seems to be a fundamental inconsistency in S, 2227 calling for 
a return of property of a value up to $10,000 to individuals but not to 
corporations. 

From a moral point of view, it is equally reprehensible to seize a 
large property as it is to seize a small one, or to seize property from the 
well off rather than from those who are less prosperous. From a 
practical point of view, the proposed bill takes no account of the fact 
that a return of property toa large corporation would actually benefit 
numerous small stockholders. 

The United States is now fostering the investment of American 
money abroad and most of these United States investments overseas 
are being made and have been made by corporations. 
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Therefore, there are dangerous implications for our own citizens 
America’s giving even an indirect sanction to the idea that a con- 
fiscation of corporate property is somehow justifiab le. Passage of pon 
£10,000 return bill wouk | set a very dange rous prec ‘ede ‘nt, serv ing a 
an invitation to foreign nations to seize V valuable American caonertie’ 
outside the United St: ites, 

Mr. Chairman, that is my statement. I just want to say that my 
hief interest in this whole matter is to make certain that we do not 
set tup precedents here which are bad, because I fear we have established 
too many bad precedents since World War II, that we ought not to 
establish a precedent here in any way confiscating private property or 
appropriating property of other people. 

I spent a couple months in Latin America 2 years ago and visited in 
each and every country and discussed very frankly with those people 
the investment of American capital in Latin America. One of the 
things that we always discussed was this: that I always cautioned them 
and tried to sell them on the idea of setting up laws and systems and 
adhering to never, never confiscating property. 1 told them how we 
in the United States, for 170 years, had practiced that art and how, 
as a result of that, that when we were a young nation a hundred years 
ago that millions of dollars were invested in the United States by for- 
eigners, primarily from Europe, and how at every turn we defended 
and protected a foreigner in his holdings in the United States as we 
did our own nationals. 

I am very much concerned with this whole business because I am 
fearful that we are going to set up some precedents here that are not 
going to be good; that we are not, possibly, in this instance practicing 
that which we have been teaching; that we are not practicing at the 
moment that which we have ac tually published over the past 170 years. 
It is a very serious matter. I know nothing about it and I am taking 
no part in who does own what, when, or how, but I am saying that 
we ought to pass a law here to find out ex xactly who owns what and 
whoever they are and wherever they come from, we ought to return 
the property to them after deducting any normal expenses that m: Ly 
have occurred in the transaction. 

Senator Jonnston. Knowing you are a champion of American 
capital abroad and at the same time you have been chairman of the 
Committee on Banking and Currency, do you feel that the failure to 
return this vested property will affect future American investments 
abroad ? 

Senator CareHartr. Well, I don’t think there is any question but 
what it will, and it likewise sets up a precedent, you see, whereby other 
countries may, under like circumstances or similar circumstances, 
confiscate American investments in American properties. That is 
the thing that you must be careful about, that we do not set up a 
precedent here which other countries can use, because we are the 
leader in the private enterprise system and private capital and we 
ought to be awfully careful now what we do. 

Senator Jounsron. Senator, reading from your statement here on 
page 3, I find this, that there seems to be a fundamental ine onsistency 
in S. 2227 calling for a return of property of a value up to $10,000 
to individuals but not to c orporations. 

Senator Caprenart. Yes. I cannot understand that sort of 
reasoning. 
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Senator Jounsron. Who owns the corporate stock ¢ 

Senator Capenarr. Well, individuals. 

Senator Jonnsron. Individuals? 

Senator Carenarr. Yes. It might be 3 people; it might be 10,000, 
They own their shares, as indicated. I can’t understand a bill that 
discriminates against a corporation or one that would discriminate 
— individuals. Maybe I don’t understand the bill, but I think 

I do. ; 

Senator Jounsron. Is there any reason why that should be inserted 
inthe bill? Do you know of any reason ¢ 

Senator Carenarr. I can’t think of any, and I can think of reasons 
why it should not be. Our business in the United States is primarily 
conducted by corporations, not by individuals. Individuals own it, 
hut the corporate structure is that of a corporation. 

Now, why do you discriminate between the corporation and 
individual ? 

Senator Jounsron. Do you happen to know how many corporations 
we have now where os was confiscated ¢ 

Senator Capenart. I do not. 

Senator Jounston. I hold in my hand here a list of 28 corporations 
that have been confiscated. I would like to insert that in the record 
at this point. The list shows who they are, how much they own, and 
what the vested interest is, the book value. These are presently going 
concerns. 

(The list referred to is as follows :) 


APPENDIX A 


Active business enterprises—Substantial interests as of Apr. 1, 1955 


Vested Book value 

Name of company interest vested 

interest 

American Hyalsol Corp., care of Office of Alien Property — holding | Percent 

company éxeaeus tink be 100 } $37, 
Amerlagene, Inc., care of Office of ‘Alien P roperty = ; 100 69, 405 
1 41.17 , 
Arabol Manufacturing Co., 110 East 42d St., New York, N. Y sauce f 41.17 |¥ 598, 238 


2 23. 25 |J 
P. Beiersdorf & Co., Inc., care of Office of Alien Property (patent holding | 
company ‘Seiinenal 100 | 137, 


Bostrum, Inc., care of Birrell & Birrell, 545 5th Ave., New York, N. Y 25 (a 
Bostrum Realty, {nc., care of Birrell & Birrell, 545 5th Ave., New York, N.Y -} 25 (3) 
Fuji Trading Co., 441-459 West Huron St., Chicago, Il ‘ 37. 83 61, 87 
General Aniline « = _ Corp., 230 Park Ave. , New York, BOY. Seta ak 98. 04 | 93, 417, 815 
Harvard Brewing Lowell, Mass iL : “ 55. 32 | O6R, 144 
Heine & Co., 52 4c itt St., New York, N. Y- 88. 29 193, 5 
The Hydronapthene Corp., care of Office of Alien P roperty (pate nt holding | 

company) - -- aaa 100 (4) 
Kalio, Inc., care of Office of Alien Property (patent holding company) ___-- 100 875, 767 
Karl Lieberknecht, Inc., 18 South 5th St., Reading, Pa__-_- i 5 51 2, 327, 11 
Melchers, Inc., 2135 Summer St., Stamford, Conn | 2100 100, (0 
Neumann-Endler, Inc., Leemac Ave., Danbury, Conn_- ; 23 113, & 
Nichibei Securities Co., Ltd., 2670 Bush St., San Francisco, Calif 25. 47 | (4) 
Nirosta Corp., care of Office of Alien Property (patent holding company) ---- 62. 72 | 11, 75 
Oahu Junk Co., Honolulu, T, H.-- ae 100 114, 30 
Pacific Trading Co., 249 Davis St., San Francisco, Calif- -- | 21 38, 19 
Spray Cotton Mills, Spray, N. C ds bas -| 31.99 | 595, 08 
Spur Distributing Co., Box 941, N ashville, Tenn_- . 55. 33 3, 155, 72 
Hugo Stinnes Corp., 541 Lexington Ave. , New York, N. Y ; ; 53.8 5, 812, 978 
Carl Zeiss, Inc., 485 5th Ave., New Y ork, N. Y 100 | 624, 925 


1 Common 

2 Preferred. 

3’ Undetermined pending disposition of assets in an estate. 

4 Deficit 

5 An additional 30,625 shares (12 percent of Karl Lieberknecht, Inc., owned by Kalio, Inc., a wholly owne¢ 
company vested in the Attorney General. 
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Senator Carenart. I| visited Switzerland on a trip I made this year. 
| represe nted our Government at the International Bank and Mone 
tary Fund annual meeting in Istanbul, Turkey, and then did some 
work for both the Senate Banking and Currency and Foreign Rela 
tions Committees in other countries. When I visited Switzerland, 

iturally I visited with the heads of government and also with the 

inkers, being the former chairman of the Senate Banking and C 
ency Committee and the ranking minority member, and | found the ut 
they are very, very much disturbed over this whole matter. 

I! am not a member of this committee, so I do not have access to the 
details. I am not a lawyer, so I do not profess to pass upon the 
egality of this business, but I do know human nature; I do know the 

eaction that the people over there have to what they think and feel 
san injustice. They do not hesitate to talk to you about it in very 
frank and direct terms, and I presume- -well, they did know I was 
former chairman of the Banking and Currency Committee and rank 
ng minority member, and taking an interest in foreign trade and 
foreign banking, they talked to me very frankly about this matter. 
I was very amazed at how disturbed they are over the situation. As 
| get into it, I can well understand a great part of their feelings. 

Now, I do not know how many instances you have such as that. 
[ am not acquainted with the details of this whole business. 

Senator JoHNston. Any questions 

Mr. Woop. I have one question. The August bulletin of the Depart 
nent of Commerce contained the statement that at the present time 
our foreign investments have grown to $25.6 billion up to the first of 
this year. Is it the feeling or the sense of your testimony that this 

$26.6 billion of American investments abroad might be imperiled by 
the passage of any legislation that had in it as its effect the confiscation 
of any part of the alien assets in our possession 

Senator CapeHart. Well, it certainly will in that it will give other 
countries an excuse for doing that which we did. There isn’t any 
question about it. We must be true leaders in promoting the sanctity 
of a private enterprise system on the ownership of property. Now, if 
we are going to give up that leadership, and if we are going to sacr ifice 
that principle that we have always adhered to in the United States 
then we might as well give up a lot of these things that we are doing 
in the way of fighting communism and fighting a lot of other things. 

Mr. Woop. The safety and security of this vast amount of invest- 
ments abroad is dependent in large measure upon the safety and secu- 
rity of investments of those over here in this country ¢ 

Senator Capenart. There is no question about it and we who have 
been taking an interest in this matter over the past few years have 
been talking to other countries about not doing the very things that 
we way well be endeavori ing to do or may well do under this legislation 
at the present time. 

Mr. INcotpssy. Senator, from the studies you have made in con- 
nection with these matters over the last couple years, have you found 
that the United States foreign investments are, for the most part, 
United States corporate investments, and by that I mean is it not 
generally the rule that the corporations do business in the foreign 
lands and make the foreign investments, rather than American in- 
dividuals, 
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Senator Caprenart. I don’t believe my memory is serving me wrong, 
but I think it is almost a hundred percent corporations. I can well 
be wrong, but I don’t think Iam. I don’t remember a single instance 
where a person goes over there and invests as an individual or partner- 
ship. At least I would say 90 percent of it is corporations, if not 
more. 

Senator Jounston. Do you have anything further? 

Senator Capenarr. I don’t believe so, Mr. Chairman. 

Senator JoHnsron. We certainly appreciate your coming and ex- 
pressing your views in this matter. 

Senator Caprnart. I appreciate very much appearing before your 
committee. Thank you. 

Senator Jounston. Mr. Charles Parlin. 

Just a moment. Counsel for the committee, Mr. Wood, informs 
me that many attorneys representing individual claimants have filed 
long briefs and statements with the committee which in many cases 
are a repetition of other matters in the record. The burden of the 
committee will be reduced if attorneys will condense their statements 
and make them apply to a particular bill (1 of the 4) we have under 
consideration. Mr. Wood will cooperate with you lawyers to that 
end. 

You may proceed. 


STATEMENT OF CHARLES C. PARLIN 


Mr. Parurn. I am Charles C. Parlin, member of the New York 
bar and the law firm of Shearman & Sterling & Wright, New York 
City. I speak on behalf of six German corpor ations: Wintershall 
A. G., Salzdetfurth A. G., Kalisyndikat (in liquidation), Schering 
A. G., Siemens & Halske A. G. and Munchener Ruckv ersicherungs- 


Gesellschaft. These corporations have for years been clients of my 
firm. 


If agreeable with the committee, I would like to file this statement 
in connection with three possible misunderstandings, I think, of 
vesterday’s testimony. 

Senator Jounston. Your written brief will be inserted in the record. 
You may proceed as you see fit. 

Mr. Paruin. I have given copies of that statement to be distributed. 

(Statement referred to reads as follows: :) 


STATEMENT OF CHARLES C, PARLIN 


Corporations cannot accept the principle of distinguishing between property 
of individuals and property of corporations. If the principle of return of private 
property is sound, and I certainly believe it is, there should be no distinction. 

Since the war, I have spent considerable time in Germany in connection with 
the reorganization and reestablishment of German industry and in connection 
with the complicated matters of debt settlements. I am certain that Western 
Germany today is a valuable and even essential ally and that to depart at this 
time from our traditional policy of return of private property after hostilities 
have terminated, and thus to continue to treat Western Germany as an enemy, 
would be a grave mistake. 

Western Germany has not accepted the proposed small solution of not 
more than $10,000 per individual claimant as a satisfactory solution. The head 
of the German delegation to this country made a report on his mission which 
was printed and widely circulated in Germany. I submit a copy of this report, 
together with an English translation of the same made by Mr. Fritz Oppen- 
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heimer. It shows that there was a misunderstanding between the German 
delegation and our State Department representatives. At this sensitive time 
Congress would do well to eliminate, rather than perpetuate, such misunder- 
standings. 

The small solution of the $10,000 limit is apparently based on the proposition 
that Adenauer’s position in Germany can be helped if individuals with small 
claims, representing numerically a large percentage of the claimants, are cared 
for. I think this is a misconception of fact. I hold in my hand a report of one 
German corporation which reports to its 12,000 shareholders explaining that 
United States has not returned its property seized during the war. I am told 
that at shareholders’ meetings in Germany, return of vested property is the 
most frequent subject of discussion. The number of German individual claim- 
ants who have received small legacies or had small accounts which were seized 
s only a fraction of the number of German citizens who hold shares in Ger- 
man corporations having an interest in this matter. 

There is a broader issue involving American corporations doing business 
ibroad. The opponents of return of property have argued: “External invest- 
ments in foreign countries are no longer private property.” Those who would 
defend the seizure of property of individuals and of privately owned corpora- 
tions to satisfy a governmental grievance are driven to such a position. 

As legal adviser to, and as a member of the board of directors, of a number 
of American corporations establishing branches and manufacturing plants 
abroad, I cannot accept this principle. How can a board of directors in good 
conscience vote to open a branch in Cairo, or build a factory in Italy, or a 
warehouse in Brazil if the money so invested is no longer private property? 
What right would directors have to invest assets of the shareholders in such 
a way that those assets ceased to be private property ? 

It is clear that this country is entitled to deduct any and all expenses properly 
chargeable to the taking, holding, or administering these assets during the war. 
But the net, after such expenses, should be returned to the rightful owners. I 
hope Congress will adopt the principle of return and not make any false dis- 
tinction based on amount or based on an attempted differentiation between ind- 
viduals and corporations. 

First, reference was made yesterday to the treatment by the Brit- 
ish Government of its notlen ila: I wish to call attention to how dif- 
ferent the situation was. 

When England sequestered the property of its nationals, its Ameri- 
can shares and bonds, it gave to each British citizen a trust receipt for 
the security which it took. It held those securities in trust for the 
British citizen, and whenever a dividend or interest amount was re- 
ceived, the British Government immediately paid to its national the 
equivalent in pounds of sterling. 

When and if that security was sold, the British Government imme- 
diately accounted to the British subject for the full amount. Those 
securities which were not sold at the end of the war were returned 
in kind to the British subject. There was no confiscation or seizure of 
property, but a trust accounting in every case between the Govern- 
ment and its nationals. 

This case has come up and the matter litigated in the Court of 
Claims. This whole procedure, if counsel for the committee is inter- 
ested to go into it, has been outlined and fully documented in the 

case of Bickford Smith v. United States. 

Secondly, may I raise with your committee the question of whether 
there isa difference of opinion and a misunderstanding between repre- 
sentatives of our State Department and the German Government on 
the position of the Germans in relation to this proposed $10,000 limit 
bill. 

Senator Langer yesterday introduced the statement by Mr. Abs 
who headed the | German delegation. That statement has been printed 





15S RETURN OF CONFISCATED PROPERTY 


and widely circulated in Germany. I myself have been in Germany a 
great deal in connection with my professional work in corporations 
since the war. I have talked to people in the Government and in in- 
dustry. I feel that there is something the committee should look into 
there, as to whether there is not a real misunderstanding on the point. 

The German Government has expressed appreciation that our ad- 
ministration has recognized the principle of return, has reexpressed 
gratitude for the recognition of that principle. I do not think it fol- 
lows that they have acce pted this as a full and final settlement, and I 
think the committee should investigate further that area where I per- 
sonally believe, and I was in Germany last week—I just came back 
there exists a misunderstanding. 

Senator JounstTon. Speaking from my own observation, I think that 
is true among all of us. 

Mr. Partin. It seems quite clear that there is a misunderstanding 
along the line some place at that point. 

Lastly, my firm has been attorney for Schering for many years and 
I felt I should raise this question of whether there is a windfall if the 
proceeds of sale are returned to the German parent. 

In the testimony yesterday reference is made to the net worth of 
Schering, America, it being worth $1.3 million at the time of vest- 
ing. That is not value, that is the book; that represents the mortar 
and bricks that were used to build the building. Not included in that 
figure is the real value of the company, which are the processes and the 
secret patents and the know-how to manufacture these drugs. 

Schering started research in the early twenties in this question of 
hormones. = 1930 their leading research, Dr. Buttanstat, received 
the Nobel prize for the greatest advancement in the art of drug manu- 
facture. Four years later they were ready to come to America to 
sell these drugs and they oun this American company, built 
the plant in Bloomfield, N. J., and subsequently another plant in 
Union. 

They entered into a contract with Berlin Schering, under which 
they paid to the parent 12.5 percent of the net sales. Duri ing the period 
of holding of this property, this Schering America, in the first place 
no royalties were paid under that agreement to Germany. They were 
impounded and reinvested in the business. 

Secondly, this corporation paid no dividends to Germany. All 
dividends were held and reinvested and plowed back in the business 
with the result that at the time of the sale of the property by the Alien 
Property Custodian to the public the balance sheet showed approxi- 
mately $1.3 million. In other words, $10 million had accumulated 
during that period. Is there any windfall in returning-— 

Senator Jounstron. Over how many years did they plow it back 
into the property ¢ 

Mr. Parurn. This was the period, I think, from when it was assessed 
in 1942, T believe, and sold in 1950. I am not sure of the exact date. 

Mr. Woop. That is right. 

Mr. Pari. If you w rish, I will file a memorandum on this analysis. 

Senator Jounston. I would appreciate that. 

(The memorandum is as follows:) 





RETURN OF CONFISCATED PROPERTY 159 


MrEMORANDUM Rr SCHERING CorP 


NoveMarr 30, 1955 

The shares of Schering Corp., which had been vested in 142 as the property 

f Schering A. G. Berlin, were sold by the Attorney General! of the United States 
to a banking group headed by Merrill Lynch, Pierce, Fenner & Beane in 12 
t the equivalent of $16.55255 per share. On November 30, 1055, when the matter 

is considered by the Senate subcommittee, these same shares sold on the New 
York Stock Exchange at $42.50. 

The question is: Would a return of the proceeds of sale of $16.55255 per share 
to Sehering A. G. Berlin be injustice because of “windfall” or “unjust enrich 
ment,” as has been argued? 

Schering Corp., a New Jersey corporation, was incorporated in 1085 Its 
parent, Schering A. G. Berlin, supplied the capital and made available patents, 

rocesses, research, and know-how. The new corporation established a research 
laboratory and factory at Bloomfield, N. J., and later in 1938 built an additional 
manufacturing plant at Union, N. J. 

About 1920 Schering A. G. Berlin had begun research in the hormone field, 
In 1980 Dr. Butenandt, associated with them in this work, received the Nobel 
prize for his advanced work in this field of medicine. Work on this and other 
items continued until, with the establishment of the American company, the 
products were ready for distribution on substantial commercial scale. Work 
was only getting well underway when the war broke. At the time of the vesting 
a press release by the Department of Justice made special reference to the 
important research facilities which were being taken over. When vested, the 
Schering Corp. balance sheet showed net assets of $1.3 million. This figure 
did not reflect the value of the patents, trademarks, trade names, good will, 
processes, research and know-how made available by the German company nor 
the value of the research facilities and organization established at Bloomfield, 


N. J. and the research projects there actively underway at the time. The real 


value of Schering Corp. was obviously very much in excess of the book value 
of the balance sheet assets. 

During the 11 years Schering Corp. was vested—i. e., from the taking in 1942 
to the sale in 1952—the balance sheet (i. e., book) value increased approximately 


from $1.3 million to $11.5 million. This was the direct result of the retention of 
normal earning. The retention came about in two ways: 

Schering A. G. Berlin in making available to the American corporation all its 
patents, names, processes, research, and know-how had taken a contract under 
which the American corporation was obligated to pay 1214 percent of net sales 
as royalty. During the 11 years of vesting no royalty was paid. Under the con- 
tract, approximately $8 million would have been payable to Schering A. G. Berlin. 
Also, during the period of vesting no dividends were paid. All earnings were 
plowed back into the business. 

During the 11 years of Schering Corp. vesting the corporation received no 
special grants or subsidies: (a4) No new equity capital was put in; (») the 
Government made no special contracts or grants; (c) there was no tax subsidy 
or special advantage. During this period Schering Corp. paid out in taxes ap 
proximately $11 million. The business was run, and research continued, on the 
pattern. established and well underway at the time of vesting. The normal 
experience and earnings of a property is not a “windfall to” or “unjust enrich- 
ment of” the owner. Comparison with other American drug and chemical com- 
panies for the period substantiates that the operations were normal. 

Since the sale in 1952 to date Schering Corp. has paid dividends aggregating 
$2 per share. That the Attorney General's Office sold in 1952 after 11 years of 
operation at $16.55255 per share on a competitive bid basis and the price had 
risen to $42.50 per share after 3% years of private ownership rebuts any claim 
of spectacular or unreasonable profits or appreciation during the 11 years of 
vesting. If in the vesting and sale there has been a windfall it would seem that 
the recipients of the windfall are those who bought shares at $16.55, received 
dividends of $2, and saw the shares appreciate in 3144 years to $42.50. 

If the principle of return of vested property to its owners is sound, the net 
proceeds of sales should be returned in full. It is submitted that the sale of 
Schering Corp. reflected only the value of properties originally vested increased 
by the normal operations of the business with reinvestment in the business of the 
earnings which normally would have gone currently to the owner. There is no 
windfall to Schering A. G. Berlin. 

Respectfully submitted. 

SHEARMAN & STERLING & WRIGHT, 
By CuHares C. PARLIN. 
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Mr. Partry. Under this royalty agreement for this period, whatever 
the span of years was, the royalties that would have gone to Berlin 
were $5 million alone, so that everything that represents an enhance- 
ment of the balance sheet represents royalties or dividends which 
would have normally gone. Is there any windfall in the sense that 
this corporation received anything from the outside? 

There was no equity capital put in this company; there were no 
extraordinary contracts with the Government during the period. 
There were no tax subsidies of any kind. This corporation acted with 
its original capital and with its original grants of patents and know- 
how, and this represents just the normal custodianship and operation 
of this property during this period, and I say that is no windfall. 

If a man goes on a mission and loans a friend a house that is worth 
$10,000, comes back at the end of a 4-year mission and takes this house 
back, and because of economic conditions or otherwise that house is 
worth $20,000 

Senator Jounston. Of what do you speak? A lot of people criti- 
cize the South for taking the money and ploughing it back in the 
textile industry in the South, but with the New eng and States, they 
didn’t put it back in, and you just don’t build up a corporation by not 
putting it back into the corporation. 

Mr. Partin. As a corporate lawyer, I agree. 

Senator Jounston. That happens right here in the United States, 
in the South proper. I say that is no windfall when normal earnings 
are put back in. 

Mr. Partin. I am familiar with a great many of these problems, as 
some of your committee know, and if in the future I can be of help 
to your counsel in any studies or anything, 1 am at your disposition. 

Senator Jounston. We certainly appreciate the facts you have 
brought us. 

I see Senator Connally here. 

Senator Connatiy. Mr. Chairman, I would like to have Mr. Gins- 
burg, who is an associate of Mr. Parlin, speak, and then me. 

Senator Jounston. If he is going to take a long time, I just want 
to remind you we have other witnesses here. 

Mr. Grinssure. A very brief period, sir. 

Senator Jounsron. Be as brief as you can. We have about 15 
more witnesses we want to hear. We don’t want anyone squeezed out. 


STATEMENT OF DAVID GINSBURG 


Mr. Ginsspura. My name is David Ginsburg. I appear this morn- 
ing on behalf of a number of private-property owners in Germany 
seeking the return of their assets, organized in Bremen as the Society 
To Study Private Property Interests Abroad. 

Mr. Chairman, I have handed up a prepared statement which brings 
together a good deal of the material in this field. Much of it is 
familiar. Of course, I don’t intend to read any of it. I should like 
to have it inserted in the record at this time. 

Senator Jonnston. Good. Don’t think that I was discourteous 
to you, but I saw that long brief and I didn’t know what we were 
facing. I realize you have given a great deal of time to this and I 
want you to go ahead. 

(Statement referred to reads as follows:) 
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STATEMENT OF Davip GINSBURG 


OUTLINE OF STATEMENT 
Introduction. 
Qualifications. 
Prior testimony. 
Appearances. 
I. Setting of the problems. 
Relationship between vested assets and war-damage claims. 
Problem of financing. 
Central issue. 
Status of enemy property under international law. 
Rule of inviolability. 
Hamilton and Camillus Letters. 
Reason for the rule. 
19438 position of American Bar Association. 
Power of Congress to confiscate enemy property. 
Domestic municipal law contrasted with international law. 
Views of Chief Justice Marshall. 
The need for a national policy. 
What the Congress has done. 
No precedent for confiscation. 
Views of Secretary of State Hughes. 
Return of assets after World War I. 
Views of Congressman Sam Rayburn. 
Return of Italian assets after World War ITI. 
’, Confiscation of privately owned ex-enemy assets in the light of our inter- 
national economic policy. 
Objectives of international economic policy. 
Growth of private investment abroad. 
Restraints on foreign investments, 
Randall Commission. 
Confiscation and the promotion of private investment. 
Views of Secretary of State Dulles. 
Views of John Dickinson. 
The case of Guatemala. 
The special position of the United States. 
VI. Confiscation of privately owned ex-enemy assets in the light of our 
present-day political relations with Germany and Japan, 
Both countries are allies. 
Anachronism of Potsdam. 
Abandonment of dismantling. 
Views of Chancellor Adenauer. 
Abs Mission. 
State Department proposal as a token payment. 
Treaty of Friendship, Commerce, and Navigation. 
Attitude of Bundestag. 
Views of Dr. Pfleiderer. 
June 1955 address of Mr. Abs. 
Views of Dr. Walter Seuffert. 
German atitude toward United States-held assets. 
VII. Does the Paris Reparation Agreement of 1946 compel confiscation? 
Origins of conference. 
Just compensation. 
Return of assets in kind. 
Views of Secretary Dulles. 
Precedents of return by other countries to Germany. 
Precedents of return by other countries to Japan. 
VIII. The German undertaking to compensate under the Paris Agreement of 
1955. 
Text of undertaking. 
The case of Japanese assets. 
The present-day fiscal and economic burdens on Germany. 
Article 297 (i) of the Versailles Treaty. 
Knox-Porter Joint Peace Resolution. 
Views of Mr. Nielsen. 
Views of Professor Feller. 
Views of Dr. Borchard. 
Sovereignty versus assets. 
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IX. War damage claims 
Extent of liquidation of assets and disbursement of funds. 
Balance inadequate to satisfy unpaid claims. 
London debt settlement agreement as a bar to claims against Germany 
X. Economic aid payments from Germany as a source of funds for American 
war damage claimants and property owners whose assets have been sold 
Payments being received from Germany. 
State Department itself proposes use of such funds. 
Advantages of using postwar economic aid payments rather than ap- 
propriations. 
Advances by United States in consideration of assignment of claims 
No increased burden on United States taxpayers. 
XI. Liquidation of allied assets. 
Crucial difference between consent and force. 
XII. The problem of increased value. 
Absence of alternatives to simple rule. 
Difficulties of adjudicating coimpensation in each case. 
XIII. S. 1405, introduced by Senator Clements. 
XIV. S. 2227, introduced by Senator Kilgore. 
S. 854, introduced by Senator Langer. 
XVI. S.995, introduced by Senator Kilgore, for himself and Senator Dirksen. 
XVIE. Conclusion 


Mr. Chairman and members of the committee, my name is David Ginsburg, I 
am a member of the bar of the State of West Virginia and the District of Co- 
lumbia and was admitted to practice 20 years ago. My offices are located at 
16382 K Street NW., Washington, D. C. I am a partner of the firm of Ginsburg, 
Leventhal & Brown. Much of our work is in the field of international law, a good 
part of it arising out of reparation, property and claims matters resulting from 
the war. In 1945 and 1946 I served as Deputy Director of the Economics Di- 
vision in the Office of Military Government in Germany during the tenure of 
General Clay as military governor; in 1947 I served as deputy to Mr. Joseph 
M. Dodge for the Vienna conferences on German external assets and related 
matters under the Austrian State Treaty; later that year I attended the London 
meeting of the Council of Foreign Ministers as an adviser; in 1948 I prepared a 
report for the National Planning Association entitled, “The Future of German 
Reparations.” 

Early in July 1954 I testified before this committee in support of S. 3423 (hear- 
ings before a subcommittee of the Committee on the Judiciary, United States 
Senate, 83d Cong., 2d sess. on S. 3423, p. 96, et seq.) ; a year later, on July 
1, 1955, 1 appeared before a subcommittee of the House Committee on Foreign 
Affairs in support of House Joint Resolution 272 (hearings before the subcom- 
mittee of the Committee on Foreign Affairs, House of Representatives, 84th Cong. 
Ist sess., on House Joint Resolution 272 and related resolutions, p. 22, et seq.). 

Today, although I am grateful for and will accept the opportunity to com 
ment on the four bills before the committee, I wish also to set forth the case, as I 
see it, in support of the policy of general as contrasted with partial return of 
vested German and Japanese assets. I note my appearance both as an individ- 
ual, and as spokesman, collectively, for a number of private property owners 
in Germany seeking return of their assets, organized in Bremen as the Society 
To Study Private Property Interests Abroad. 


I. SETTING OF THE PROBLEMS 


The announced purpose of these hearings, Mr. Chairman, is to take testimony 
of four bills, yet the broader objective, as I understand it, is to seek a solution 
to two problems: 

First. The final disposition of privately owned Japanese and German assets 
(or the proceeds from the sale of such assets) which were seized during the 
war; and 

Second. The compensation of American claimants whose properties were 
damaged or destroyed during the war. 

Legally and morally these problems are separate. Historically and prac- 
tically, for better or for worse, they have been intermingled. The main reason 
is that in 1948 a bill became law which made mandatory the confiscation and 
liquidation of all privately owned vested German and Japanese assets, provided 
for the allocation of a part of the funds to the payment of personal injury and 
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certain property claims arising out of the war, and directed that the balance be 
held for disposition by the Congress. 

Under the War Claims Act of 1948 the War Claims Commission has already 
received and substantially spent $225 million in order to discharge claims 
arising largely out of the Pacific theater. Since the value of the vested Japa 
nese assets was in the vicinity of some $60 million, it is thus evident that 
privately owned German property bas been taken and sold in order to dis 
charge claims arising out of the war with Japan. 

About two-thirds of the total amount of vested assets has been sold and 
liquidated; about one-third remains on hand, in kind, administered by the 
Justice Department. The remaining assets cannot be liquidated under the law 
because the Government's claim to them is being contested. 

To begin with, then, the Congress must first decide what to do with the physi- 
cal assets which still remain on hand. If the Congress decides to reverse the 
policy of confiscation, it must also determine what should be done about com- 
pensating owners whose assets have been sold. Must it appropriate $225 million 
n order to restore the funds which the War Claims Commission has spent? Or 
can those funds be obtained from other sources without appropriations?’ Finally 
if the Congress decides to return the assets, and the proceeds from the sale 
of assets, what should be done on behalf of those who until now have been told 
to look to these sources for the payment of their war property damage claims? 

The basic question, however, and the one which must be dealt with first, is 
whether it is in the interest of the United States to ratify the 1948 action con 
fiscating the assets, or whether the Congress should now reverse the wartime 
decision and return the assets or their proceeds to the private owners from 
whom they were taken. 

I believe that the United States is legally and morally bound to return the 
assets. 

I believe that it is contrary to our own economic and political interests to 
confirm their confiscation. 


II. STATUS OF ENEMY PROPERTY UNDER INTERNATIONAL LAW 


For centuries, Mr. Chairman, international law has granted special status to 
enemy private property and rights in a belligerent’s territory at the outbreak 
of war. While they could be sequestered during hostilities, international law 
as it ultimately evolved did not authorize their confiscation. 

Debts and contract rights remained valid obligations which were suspended 
during hostilities but were revived and enforcible at the termination of war 
And enemy private property on land, in the possession or under the control of 
the victorious nation, was subject to restitution or comepnsation with the ad 
vent of peace. 

There were many reasons for the favorable treatment granted private property 

Among them was the humanitarian principle that war should be confined as 
much as possible to the combatant forces and that civilian rights, both personal 
and proprietary, should be preserved as far as consistent with the necessities of 
the conflict. 

There was also the feeling that natural justice required the recognition of the 
rights of private investors who, in times of peace, had been invited to place 
their property under the protection of a foreign sovereign. Finally, there was 
the desire to encourage foreign investments which provided capital for national 
development and to stimulate international trade advantages to all nations. 

The classic statement of the justification for the rule of inviolability is Hamil- 
ton’s who devoted two of his Camillus letters to the defense of article 10 of 
the Jay Treaty of 1794. Article 10 provided for the safeguarding of credits 
owned by citizens of Great Britain and of the United States, which might be 
jeopardized by “material differences, or discontents” between the two nations: 

“The right of holding or having property in a country always implies a duty 
on the part of its government to protect that property, and to secure to the owner 
the full enjoyment of it. Whenever, therefore a government grants permission 
to foreigners to acquire property within its territories, or to bring and deposit 
it there, it tacitly promises protection and security. * * * 

“The property of a foreigner placed in another country, by permission of its 
laws, may justly be regarded as a deposit, of which the society is the trustee 
How can it be reconciled with the idea of a trust, to take the property from its 
owner, when he has personally given no cause for the deprivation? * * * 

“There is no parity between the case of the persons and goods of enemies 
found in our country and that of the persons and goods of enemies found 
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elsewhere. In the former there is a reliance upon our hospitality and justice: 
there is an express or implied safe conduct; the individuals and their property 
are in the custody of our faith; they have no power to resist our will; they 
can lawfully make no defense against our violence; they are deemed to owe a 
temporary allegiance; and for endeavoring resistance would be punished as 
criminals, a character inconsistent with that of an enemy. To make them 
a prey is, therefore, to infringe every rule of generosity and equity; it is to add 
cowardice to treachery. * * * 

“Moreover, the property of the foreigner within our country may be regarded 
as having paid a valuable consideration for its protection and exemption from 
forfeiture; that which is brought in commonly enriches the revenue by a duty 
of entry. All that is within our territory, whether acquired there or brought 
there, is liable to contributions to the Treasury, in common with other similar 
property. Does there not result an obligation to protect that which contributes 
to the expense of its protection? Will justice sanction. upon the breaking out 
of a war, the confiscation of a property, which, during peace, serves to augment 
the resources and nourish the prosperity of a state?” 

In Camillus Letter XVIII Hamilton restated his view: 

“No powers of language at my command can express the abhorrence I feel 
at the idea of violating the property of individuals, which, in an authorized 
intercourse, in time of peace, has been confided to the faith of our Government 
and laws, on account of controversies between nation and nation. In my view, 
every moral and every political sentiment unite to consign it to execration.” 

The rule that private property is immune from confiscation is the product 
of a long historical process based on the growing realization that trade and 
peaceful intercourse among nations are incompatible with confiscation. By 
the 19th century the nations were generally convinced that the policy of in- 
violability served their own interests. There were occasional deviations and 
Violations, but by and large the industrial and commercial nations of the 
world came to realize that capital would not flow where it was not made secure. 

In 1943, in the midst of war, the house of delegates of the American Bar 
Association approved a report which read, in part, as follows: 

“Confiscation is contrary to the principles of law. It is contrary to our con- 
stitutional law principles, and to the principles of international law. When the 
reign of law for which we are fighting returns, parties injured by confiscation 
may be expected to seek just redress; and a just administration of law may be 
expected to award such redress. It has been so in the past, and if the basic 
traditional concepts of justice have meaning, it will be so again” (Annual 
Report of the American Bar Association, 1943, p. 454).* 


Ilf. POWER OF CONGRESS TO CONFISCATE ENEMY PROPERTY 


Notwithstanding the rule of international law, the United States Supreme 
Court has said that Congress has the power under the Constitution to enact 
statutes confiscating enemy property. 

The Court in effect has held that the United States, as a sovereign Nation, 
may through its legislature adopt and carry out policies which do not conform 
to established principles of international law. 

In so holding, however, the courts have almost uniformly recognized the 
principles of international law and pointed out the deviation therefrom. 

Chief Justice Marshall (Brown v. U. 8., 8 Cranch 110, 123) first stressed the 
important considerations of policy involved including that of reciprocal treat- 
ment: 

“The commercial nations, in the situation of the United States, have always 
a considerable quantity of property in the possession of their neighbors. When 
war breaks out the question, what should be done with enemy property in our 
country, is a question rather of policy than of law. The rule which we apply 
to the property of our enemy, will be applied by them to the property of our 
citizens. Like all other questions of policy it is proper for the consideration of 
a department which can modify it at will, not for the consideration of a de- 
partment which can pursue only the law as it is written. It is proper for the 
consideration of the legislature, not of the executive or judiciary.” 


1 Certain members of the section on international and comparative law of the American 
Bar Association hold a different view and are seeking to have the association reverse its 
traditional position. A referendum vote, based on an adverse report, is now being taken 
within the section, on S. 995. The results of the referendum will presumably be consid- 


ered by the house of delegates, which alone determines the position of the American Bar 
Association. 
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\s Chief Justice Marshall emphasized, the question is for the Congress; and 

e answer turns not on the existence of juridical power but on considerations 

national policy. The central problem, therefore, is not whether privately 

wned German and Japanese property could lawfully be confiscated by the 

| nited States in 1942, under appropriate congressional authority, as an act of 

ar. but whether those assets, having been vested, should now be returned as 
un act of grace. 


IV. WHAT THE CONGRESS HAS DONE 


Never in the history of the United States, since the beginning of our Govern- 
ment to 1948, has the Congress exercised a power to confiscate foreign owned, 
private enemy property. Of the wars in which the United States was engaged 
juring the 19th century property was confiscated (through the release of slaves) 
only during the Civil War. The decisions of the Supreme Court, and the special 
historical context, make clear that this constitutes no precedent for the coufisca- 
tion of privately owned Japanese and German assets. 

After World War I, at an address delivered in Philadelphia on November 23, 
1923, Secretary of State Hughes stated that: 

“A confiscatory policy strikes not only at the interest of particular indi- 
viduals but at the foundations of international intercourse, for it is only on the 
basis of security of property, validly possessed under the laws existing at the 
time of its acquisition, that the conduct of activities in helpful cooperation, is 
possible. * * * Rights acquired under its laws by citizens of another state [a 
state] is under an international obligation appropriately to recognize. It is 
the policy of the United States to support these fundamental principles.” 

Within 10 years after World War I, following a period of reexamination such 
as we have had since 1945, the Congress returned 80 percent of the privately 
owned German properties retaining 20 percent (temporarily and with the full 
consent of Germany) as a contribution to a fund for the payment of certain 
awards for war damage claims. 

It was Congressman Sam Rayburn, in 1927, who argued that the SO percent 
return was inadequate. In defense of an express legislative declaration that 
“all properties” of German nationals shall ultimately be returned, he said: 

“* * * from the days of Hamilton and Jefferson and Marshall down to now 
every man who had a reputation that extended beyond the community in 
which he lived * * * has looked upon the question of confiscating private prop- 
erty for the satisfaction of a public obligation with obloquy. That has been 
our policy. Every writer upon international law in America from that time 
to now who has been recognized as an authority has taken the position that 
the most savage doctrine ever announced by any people anywhere was that 
private property should be taken for the satisfaction of a public obligation” 
(Sam Rayburn, remarks in the Congressional Record, vol. 69, p. 883, Decem- 
ber 20, 1927). 

The Congress, in 1928, agreed with Mr. Rayburn and was unwilling to sane- 
tion the expropriation even of the reserved 20 percent. It gave the German 
owners of the remaining one-fifth of the assets interest bearing security paya- 
ble over a period of years out of receipts under the Dawes plan. 

In August 1947, after World War II, we were obliged to consider what should 
be done with privately owned Italian property vested during the war. Italy, 
like Germany and Japan, was an ex-enemy nation: it had been an Axis partner. 
Yet under the Lombardo Agreement we returned all of the privately owned Ital- 
ian property held in this country to their former owners against a nominal pay- 
ment of $5 million. 

Less than a year after we returned the Italian property we confiscated the 
German and Japanese property. 

On what conceivable basis can we justify the discrimination? Is one country 
today less intimately allied with us than the other? Are we now to tell Ger- 
man and Japanese property owners that because Italy, militarily, was the weak- 
est of the Axis Powers and the first to fall, we have decided to reward Italian 
property owners and to penalize all others? 

During this past summer the House Foreign Affairs Committee also had 
occasion to consider the basic problem now before this committee. It held 


*See also Ware v. Hylton, 3 Dallas 199: United States v. Chemical Foundation, 272 


U. S. 1: Woodson vy. Deuteche, etc., Vormals, 292 U. 8S. 449; Cummings vy. Deutache Bank, 
300 U. S. 115. 
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hearings on House Joint Resolution 272—which significantly called for full 
compensation of all German and Japanese property owners “following as nearly 
as is feasible those (procedures) used as a result of the treaty of peace with 
Italy.” 

In my view, there is no valid distinction between the circumstances of the 
private owners of Italian property and the private owners of Japanese and 
German property. 


V. CONFISCATION OF PRIVATELY OWNED EX-ENEMY ASSETS IN THE LIGHT OF OUR 
INTERNATIONAL ECONOMIC POLICY 


Underlying the rules of international law and the practice of the Congress 
are large considerations of economic policy. Today, American international 
policy in the economic sphere is of dominant importance to all in Congress or 
in the kxecutive Branch who seek a statesmanlike approach to our relations 
with other nations. 

We have two basic and closely interrelated policies : 

First, general promotion of trade in the interest of the free world; and 
Second, equally important, promotion of private trade, private initiative, 
and private investment. 

Private property is an essential part of the root stock of our charter of liberty 
at home. 

Private international trade and private international investment is an essen- 
tial part of the root stock of a strong free world. 

American private trade and private investment abroad serve at the same time 
to provide our businessmen returns for their skill, know-how, and initiative, to 
maintain high levels of economic security in our own country, and to promote 
employment and raise living standards abroad. 

The growth of our private investment abroad has been at a phenomenal rate. 
In August 1955 the Department of Commerce Survey of Current Business pointed 
out that United States private investments abroad increased by a record of 
nearly $3 billion in 1954 to reach a total of over $26.5 billion by the end of the 
year. -articularly striking is the increasing trend to direct investments by 
United States corporations expanding foreign enterprises. This private invest- 
ment has been, as the Department of Commerce properly points out, of enormous 
importance in the improvement in economic conditions abroad, generating in- 
creased employment, increased production, and higher standards of living. The 
accomplishments of our private international investors are, in a very real sense, 
part of our international stock in trade. 

The importance of further increases in private investment abroad was stressed 
by the report filed by the so-called Randall Commission in January 1954.2 No 
subject, it felt, was more urgent; the flow of private investment capital abroad 
would contribute to international trade, high economic activity at home, a 
strengthened economy in the free world, and reduction of the burden of military 
aid by increasing productivity abroad. 

Yet the Commission found restraints on the flow of private funds into foreign 
investments. Investors are concerned over general political and economic as 
well as military uncertainties abroad. A primary restraint is the lack of climate 
hospitable to private investment. The Commission said : 

“Countries desiring to attract capital must provide a secure legal status for 
private capital and enterprise, domestic as well as foreign.” 

The first recommendation of the Randall Commission is as follows: 

“The Government can and should give full diplomatic support to the accept- 
ance and understanding abroad of the principles underlying the creation of a 
climate conducive to private foreign investment. This requires better coordina- 
tion of policy and action by the various United States agencies and representa- 
tives in the field of foreign economic policy, and, in particular, a clear formula- 
tion of the Government’s position with respect to private investment abroad, 
stressing support of the private-enterprise system and the interests of United 
States investors.” 

The Commission also felt that the general climate and legal environment for 
private investment might be improved through the negotiation of international 
treaties relating to foreign investment, in order to establish common rules on the 
fair treatment of foreign investment. 


3 Report of the President’s Commission on Foreign Economic Policy, particularly chapter 
on United States Foreign Investment. 
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Confiscation of private investments in this country will inevitably and ad 
versely affect our interest in private international trade and investment 

If we obliterate the vital distinction between the property of a private citizen 
ind that of his government, we lessen confidence in ourselves and in our prin 
ciples. We give other nations, large and small, an argument against us. We 
handicap ourselves in any effort to proclaim and defend with vigor the principle 
of respect for private investment. 

If 10 years after the war we ratify such confiscation under the claimed exer 
ise of our War power, how can we answer the claims of other nations that their 
confiscation of the property of our citizens is necessary for their economic life, 
or for their survival in the cold war’? 

If the United States once concedes that private property owned abroad is 
subject to expropriation by foreign governments in order to reduce debts owed 
or alleged to be owed not by the property owners but by their governments surely, 
then, nearly $27 billion of American assets abroad become hostage to the same 
poliey. 

If expediency, or revenge, or folly so leads us to exercise our sovereign power 
as to exalt domestic municipal law over international law, how can we spread the 
gospel of the values of free private international trade? 

Secretary of State Dulles explained his position last year in this way 

“IT would think that in an era when we expect the American interests abroad, 
American capital investments abroad, that it is wise for us to adhere ourselves 
strenuously to the highest standards of conduct in relation to those matters 
That puts us in a better position to call upon others to apply the same standards’ 
(hearings on 8S. 3423, 83d Cong., 2d sess., p. 162). 

Secretay Dulles also expressed himself as favoring the policy we adopted after 
World War I under which we did return most of the seized property. 

“I believe that in doing so we enhanced our own prestige in the world and 
that it was good business from the standpoint of the United States to do it 
I believe that the foreign policy of the United States should be conducted with 
a view to promoting the long-range interest of the United States, and I believe 
that it is in the interest of the United States to have a policy and stick to a policy 
which means that if foreigners invest their property in this country, have interest 
in this country, have bank accounts here, insurance policies here, annuities here, 
things of that sort, they can be sure that it is a safe place in which to have them 

“In the long run, I believe it is in the interest of the United States to establish 
that kind of reputation, which we have had over many years. And I believe we 
get indirect benefits from such a policy which need to be weighed in the scales as 
against the immediate military cost to carry out such a policy.” 

In October 1943, John Dickinson, former Assistant Attorney General, professor 
of law at the University of Pennsylvania and, at the time, general solicitor of the 
Pennsylvania Railroad, wrote a thoughtful article urging that when hostilities 
had ceased economic warfare should be ended, and the privately owned German 
property seized in the United States should promptly be returned 

“If confiscation should nonetheless be persisted in, it could have only the char- 
acter of a punitive and retributive measure against industrial concerns and their 
owners. Such a measure of retribution and punishment would undobutedly have 
a strong disturbing and deterrent effect on the establishment of the normal and 
healthy trade relations which it will be the purpose of the settlement to bring 
about in the postwar world” (22 Foreign Affairs 126). 

The United States more than any other nation is dedicated to the principle 
of private property at home and abroad. It must present a record of holding 
fast to this principle in its own dealings with foreign governments and their 
citizens. 

Just 2 years ago, on August 28, 1953, the United States Government itself had 
occasion to consider with Guatemala the status of private property under inter- 
national law. Guatemala was seeking to take the property of the United Fruit 
Co. at a tax-assessed value; to be sure that was less than real value but it was 
a superficially plausible basis. Guatemala was also offering payment of a 
kind; to be sure it was in long-term low-interest bonds worth far less than par, 
but it was, in a sense, payment. Guatemala was thus not without arguments 
based on expediency, and theories of a sort; some theory will always be avail- 
able to justify assault on private property. 

Our Government promptly declared that it expected Guatemala to “conform 
at least to minimum standards required by international law.” The action of 
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Guatemala was a sovereign act, we recognized, but states are subject to inter- 
nationallaw. And under international law, we said— 

“When states in the exercise of their sovereign prerogatives determine as a 
matter of policy to nationalize the property of foreign states or their nationals, 
they are under the obligation to pay just compensation for such property.” 
That compensation, we declared, must be “prompt,” must be “adequate,” and 
must be “effective,” else it is not “just.” 

Foreign investments, we insisted, are entitled to “the full guaranty and pro- 
tection of the law of nations.” 

The United States should be the last nation in the world to deny its obligation 
to make just compensation, even when wartime necessity justifies the taking. 
It should be the last nation in the world to seek to justify confiscation without 
just compensation of private property belonging to nationals of governments now 
allied with the United States, on the ground that it wishes to collect reparation 
claims based on the former enemy status of those governments. 

This is not only the teaching of principle, it is the teaching of commonsense 
and good business. 

We cannot foster a climate favorable to private international investment by 
roundabout theories which justify confiscation. 


VI. CONFISCATION OF PRIVATELY OWNED EX-ENEMY ASSETS IN THE LIGHT OF OUR 
PRESENT-DAY POLITICAL RELATIONS WITH GERMANY AND JAPAN 


Germany and Japan are today allies of the United States. 

With Japan we have concluded a treaty of peace which has been described as 
a piece of reconciliation. 

Germany is likewise allied with us as a member of NATO and committed to 
provide 12 German divisions for service in the line. The restoration of sover- 
eignty to Germany and the reestablishment of Germany as an economic and 
military factor in the Western alliance was a major victory for American policy. 
The reunification of Germany remains one of the prime objectives of American 
foreign policy. A free and democratic Germany is a precondition of world peace. 

Those who oppose the return of German and Japanese assets do so on the 
basis of reparation policies declared at Potsdam. In my view those policies, 
negotiated during the summer of 1945, have nothing to do with the political 
posture of the world in the winter of 1955. 

The reparation provisions of the Potsdam protocol were doubtless an advance 
over comparable policies imposed in the Versailles Treaty. But Potsdam is just 
as irrelevant today as were the reparation provisions of Versailles in 1928— 
when the Congress restored the privately owned German properties after World 
War I. 

When the Marshall plan became effective, the Congress saw that it was absurd 
to extend aid to Germany for industrial rehabilitation and at the same time to 
insist on the Potsdam policy of dismantling industrial plants and taking them 
for reparations. The Congress insisted that we abandon that policy. Yet for 
some curious, and as yet unexplained reason, we have persisted in confiscating 
and liquidationg Germany’s privately owned external assets. 

Even if the Postdam program of seizing external assets had been fully imple- 
mented immediately after the war, it would be regarded today as a bad precedent 
in international law. But that program was not fully implemented ; and what we 
do about compensation and with the remaining assets has become a matter of 
international politics—of unremitting concern to the Governments of Germany 
and of Japan and of even deeper concern to the former owners of the property. 

A year ago Chancellor Adenauer called for the return of German assets. A 
few months later, in February of this year, conversations were held between 
representatives of the Federal Republic and of the United States on the question 
of German assets. On March 3 a joint statement was issued in which it was said 
that some progress had been made. But the problem was not solved. Indeed, 
only the Congress can solve it. The German delegation, headed by Mr. Hermann 
J. Abs, said that it sought a “broader solution of the property problem” than that 
which the State Department has now proposed and embodied in S. 2227. 

The State Department is asking the Congress to return about 10 percent of 
the assets and to confirm the confiscation of the remaining 90 percent. This solu- 
tion may be imposed, but it will not be accepted as a final settlement. It will not 
be accepted for the same reason that Germany today cannot accept as a settle- 
ment of her prisoner of war dispute with the Soviet Union the return of a 
handful of her men, and that the United States cannot accept as a settlement 
the return of Some of our people while others are held in China. 
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\ token payment will merely symbolize and acknowledge the obligation without 
scharging it. It will, I predict, for that reason exacerbate the issue, without 
sing the sense of discrimination and resentment, although even 10 percent will 

) some extent benefit some individuals. 

The position of the Adenauer Government was and remains, as indicated in the 

iblic statements of its spokesmen, that all of the seized property should be 

turned. The discussions held in February were never looked upon or described 
=; negotiations, and the results achieved represent not an agreement between the 
parties but a unilateral decision by the United States, 

S, 2227, which would return 10 percent of the assets, may be viewed as a 
vestigial gesture toward legality, and it is undoubtedly a step in the right direc- 

un: but it is a futile gesture from the viewpoint of our political relations with 

e Federal German Republic, and meaningless as a solution to the problem. 

Last summer the Senate approved a Treaty of Friendship, Commerce, and 
Navigation with Germany. In form this treaty is similar to that concluded with 
Japan in the summer of 1953. I call your attention to article V, paragraph 1, 

hich reads as follows: 

“Property of nationals and companies of either party shall receive the most 

mstant protection and security within the territories of the other party.” 

Paragraph 4 develops the thought: 

“Property of nationals and companies of either party shall not be taken within 
the territories of the other party, except for the public benefit and in accordance 
with due process of law, nor shall it be taken without just compensation. Such 
compensation shall represent the equivalent of the property taken and shall be 
made in an effectively realizable form and without unnecessary delay. Adequate 
provision shall have been made at latest by the time of the taking for the deter- 
mination and the giving of the compensation.” 

Not content with these provisions, the State Department insisted on a special 
protocol interpreting this paragraph 4. The protocol provides that it shall apply 
to the property taken in the territories of either party in which nationals or 
companies of the other party have a direct or an indirect interest. 

In the face of agreements of this kind with countries who are present-day 
allies, how can the Congress reasonably be asked to ratify the confiscation of 
property which belongs to their nationals? 

When the Bonn Convention, which laid the basis for German membership in 
NATO, came before the Bundestag, one qualifying resolution, and only one, 
immediately followed approval of the conventions. That resolution related to 
the seizure of German private property abroad. ‘The German Bundestag,” it was 
said, “with deep regret takes notice of the fact that the three Western Powers 
insisted that the regulations concerning German property abroad * * * be 
included * * *, The German Bundestag is of the opinion that this cannot be 
reconciled with political and military obligations or the responsibilities within 
the community of the free world.” 

The resolution was proposed by Dr. Karl Pfleiderer who, although a member 
of the Free Democratic Party, spoke on behalf of the entire coalition which 
supported Chancellor Adenauer’s Government. 

“While we in the German Bundestag have considered and passed the treaties, 
there are in Washington negotiations going on which are led by Mr. Abs re- 
garding the return of German property * * * our economic reasons to accom- 
plish the return of German property—terminate the liquidation or pay off the 

oney obtained through liquidation to the German claimants—these reasons 
are the same now as they were before. Our Western World, which is to defend 
rearming as planned, depends on, and we repeat explicitly, on the double basis 
to stick to the agreements made and to have respect of the private rights, 
especially private property * * *. 

“Our property abroad is not a private hobby or a private luxury which you 
might have or might not have. But it is for all of us a necessity for life since 
for our raw materials and food we depend on foreign countries. That is the 
reason why we defend these rights with such tenacity and such emphasis. The 
United States is the greatest creditor country in the world. What damage 
would it bring to them if they would violate the principle of private property 
on which the safety of their own investments abroad depends? The United 
States should be our ally in the question of property abroad.” 

There was talk already in the spring of 1955 regarding what was called a 
“small solution’—the solution embodied in S. 2227. The German representa- 
tive, Mr. Abs, was already in Washington. Word had come back that the 
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United States was considering a fractional return. To this Dr. Pfleiderer r« 
sponded as follows: 

“They should not talk so much about so-called small solutions, about the re 
turn of thousands in order to keep hundreds of thousands. Right or wrong 
does not depend on the zeros which we add or strike but on the eternal princi- 
ples which govern relations from man to man and from country to country, and 
also from creditor to debtor. We consider this question much more serious 
than they think over there. If Mr. Abs loses, General Gruenther has lost a 
battle.” 

When Mr. Abs returned to Germany there were again rumors that the Ger- 
man Government had “accepted” the proposal embodied in S. 2227. In June 
Mr. Abs had this to say in an address reprinted in the hearings before the House 
Foreign Affairs Committee last July: 

“IT am particularly concerned about these misunderstandings and misinter- 
pretations of the German reaction to the proposals made by the American dele- 
gation for the limited return of vested German property, which indicate that 
the German Government no longer insists on the full observance of the sanctity 
of private property, that is to say, on a full return of these assets. The contrary 
is true.” 

Mr. Abs came to Washington as a representative of the Adenauer government 
and his views are the views of the government and coalition which supports 
Chancellor Adenauer. I emphasize, Mr. Chairman that even the major opposi- 
tion party, the Socialist Party or SPD, which is not part of the Adenauer gov- 
ernment, holds the same views on the issue of the return of German assets. This 
was made clear when in June of this year Dr. Walter Seuffert, a member of the 
SPD, and a deputy in the Bundestag, appeared before a convention of prop- 
erty owners in Bad Homburg, Germany. The text of his address may be of 
interest to the committee and I shall offer it for the record. The substance of the 
address is that there is complete agreement between all major parties in Ger- 
many; that the treatment of Germany foreign assets has not been in accord with 
what Dr. Seuffert called “political, ethical, and economic considerations.” Dr. 
Seuffert traced the history of the foreign assets problem in Germany, and 
concluded as follows: 

“The Bundstag of this Federal Republic and all influential circles of this 
nation are agreed that the continuation of discriminatory measures against Ger- 
man private assets abroad cannot be regarded merely as action aimed at the 
owners of these private assets but must be looked upon as action tending to ex- 
clude the entire German economy and those engaged in and dependent upon it 
from changes of progress in peaceful world economic developments—an exclu- 
sion which is intolerable for everyone in the nation also on social grounds. They 
are also agreed that such measures are based on a relapse into totalitarian State 
concepts which must be warded off not only in the German interest; an dthey 
are agreed that the principles of western civilization and more particularly the 
achievements of the last century must be defended and preserved by all even 
where this appears inconvenient for certain limited interests including limited 
national interests.” 

There are those who say that we have done enough for the Germans, that we 
have extended to them more than $3 billion of economic aid, that we are now 
providing them with military assistance, and that generally we have given Ger- 
many sufficient and powerful support in its social, economic, and political 
recovery. 

This indeed we have done. 

But the property we hold is their property, and the property we sold is their 
property. To return their property is no act of generosity. 

We did not send food, clothing, and medical supplies to Germany and Japan 
in consideration of the privately owned German and Japanese property in the 
United States. We helped Germany, as we helped Japan, out of our own sense 
of humanity and because it served our national interests to strengthen the posi- 
tion of two potentially powerful nations who would stand with us as allies 
against the hostile forces of the East. 

We did not buy their vested assets with food, clothing and medical supplies. 
We seized their property as reparations. And we cannot now by some twisted 
reasoning claim that in effect or in substance we bought the assets. 

Nor is the return of the property or the provision of just compensation an 
effort to buy German good will or buy our former enemy’s gratitude. 
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Nor are the Germans and the Japanese trying to blackmail! the United States 
hecause of their position and standing in the military alliance with us. Indeed, 
they have thus far acted with forbearance and dignity. 

The property belongs to them. It is theirs. We have taken it. It is their 
property owners who are aggrieved. 

Certainly we shall lose the good will of those whose property we expropriate 
\nd I doubt very much whether we shall gain good will by returning the property 
now. If we do return it, as I believe the Congress will insist be done, we shall 
simply be returning what does not belong to us 

I say that it would have been far better to extend less economic aid and to 
return the property years ago than to have continued in acrimonious debate so 
long after the war. Germans and Japanese feel—as we would feel in their 
place—that the property which they owned in this country still belongs to them 
For them there is involved an issue of principle no less than property. What I 
have said is to make clear that we no less than they will suffer if the United 
States seeks to disregard or compromise with that principle. 


VII. DOES THE PARIS REPARATION AGREEMENT OF 1946 COMPEL CONFISCATION 


Why, then, have we persisted in the policy of confiscation? One argument 
sometimes made is that existing international agreements require this continued 
commercial warfare against Germany and Japan; that to return the properties 
or to compensate the owners would somehow put us in unilateral violation of 
those international agreements. 

So far as concerns Italy, we have already seen how in 1947, despite the fact 
that Italy was an Axis partner, we returned privately owned Italian assets 

In the case of Germany, however, less than 6 months after the Potsdam Con 
ference 18 Allied governments met in Paris and agreed that each would “hold or 
dispose of German enemy assets within its jurisdiction in a manner desgined to 
preclude their return to German ownership or control.””. The committee may 
fairly ask whether this agreement constitutes a present bar to compensation or 
return of assets. 

It is absurd to contend that the agreement of 1946 is a bar to just compensa- 
tion. Neither the State Department nor the representatives of any other govern- 
ment has ever contended that it was such a bar. The agreement dealt only with 
the return of assets in kind. In the United States two-thirds of the assets have 
already been sold; so the agreement can have no application whatever to this 
large fraction of the total. 

It is equally clear that the Paris Reparation Agreement is no longer a bar to 
the return of those assets which have not been sold. This is the declared policy 
of the State Department. If the Paris Reparation Agreement were still effective, 
S. 2227 would be in violation of the agreement, since it proposes to return certain 
assets in kind. 

Moreover, Secretary Dulles has told this very committee that the Paris Repara- 
tion Agreement is an executive agreement which has no “authority whatever 
to bind the Congress of the United States in this matter. The property had been 
vested by action of the Congress. I believe Congress has the right to decide 
what to do about the matter * * *.” He added, however, that as a matter of 
interpretation the agreement was not intended to operate in perpetuity, but 
Was “designed as a temporary measure to assure against the revival of German 
militarism.” 

At a time when we are ourselves pressing Germany to rearm within NATO 
the latter objective falls. Mr. Dulles, therefore, concluded that general return 
“is not only compatible with the powers of Congress but also is compatible with 
the executive agreement itself.” (Hearings on S. 2423, 83d Cong., 2d sess., 
p. 161.) 

The committee should also understand that other countries have had second 
thoughts about the relative roles of sequestration and confiscation 

In the case of Germany, Greece has returned most of the assets it vested and 
has undertaken to return the balance; Turkey has begun the process of return: 
South Africa returns assets to owners who “immigrate” there, even briefly; 
Denmark, Holland, Luxembourg, and Belgium, in effect, made partial returns 
against varying lump-sum payments on a case-by-case basis; Great Britain has 
chosen, as a matter of grace, to distribute the proceeds from the sale of German 
assets to British creditors to German debtors; Norway has likewise adopted a 
system of ex gratia payments. 
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Although Japan was not involved in the 1946 Paris agreement, it is significant 
that seven nations have already adopted a policy of returning Japanese property 
and have either completed the return or payment or are now in the process of 
doing so. This is true of Argentina, Brazil, Chile, and Peru in this hemisphere, 
and Ceylon, India, and Pakistan in Asia. 

To suggest in these circumstances that the Paris Reparation Agreement pre- 
cludes either compensation or return in kind is not only to disregard the terms 
of the agreement and its nature and purpose but to ignore the actual international 
practice under it. 


VIII. THE GERMAN UNDERTAKING TO COMPENSATE UNDER THE PARIS AGREEMENT OF 1955 


Under the Paris agreement of 1955, the Federal Republic of Germnay is directed 
to “insure that the former owners of property seized (in this case, by the United 
States) * * * shall be compensated.” The measure of compensation and the 
time of compensation is not specified. 

Property owners have thus been told to look to their own Government for 
compensation, and the Federal Republic has been required to assume the obli- 
gation. This, it is said, avoids the stigma of conficscation. The argument ap- 
proaches the frivolous. 

To begin with, it cannot avoid the stigma of confiscation in the case of 
Japanese assets because the treaty of peace with Japan imposed no such obliga- 
tion on the Japanese Government. The seizure and retention of Japanese 
assets is thus outright unvarnished confiscation. 

It may be helpful to the committee to inquire why the treaty of peace with 
Japan does not contain a comparable provision. I am advised that our military 
authorities in Japan felt it was unsound to impose an obligation on the Jap- 
anese Government to compensate fully Japanese citizens who had assets abroad 
at a time when that Government did not have the resources to compensate, 
to the same extent, Japanese nationals who had suffered damage within Japan 
itself. I suggest that these exact considerations are no less relevant to Ger- 
many than to Japan. 

The assumption of the Potsdam Conference, which gave birth to the repara- 
tions program, was that all of Germany would be treated as an economic unit. 
The assumption was false. East Germany remains under Soviet administration; 
and the food-producing areas beyond the Oder River are still under Polish 
administration or Soviet control. Not only has the country been divided and 
the food-producing areas cut off from the West, but the Federal Republic has 
been required to absorb almost 11 million expellees from the East. This time, 
moreover, Germany itself did not enjoy immunity from war destruction. The 
present generation in Germany will not live to see the scars of war obliterated. 
Over the past few years Germany has been obliged to pay substantial occupa- 
tion costs, approximately $2.5 billion per year. It has also begun the costly 
process of rearmament. In 1953 Germany validated 14 billion DM of prewar debt 
and agreed to repay the United States $1 billion on account of postwar economic 
aid. In 1953 it also recognized an obligation of another billion dollars to those 
who suffered under the Nazi persecution and to the Government of Israel. All 
this is apart from the dismantling policy which laid a heavy hand on that 
portion of the industrial productive capacity of Germany which remained after 
the war. 

Why then did we subject the German Government to this obligation to 
compensate its own citizens for the property which we took, at a time when 
we refused to impose the same obligation on Japan? 

The clause we exacted from Germany, in the Paris agreement of 1955, has a 
precedent in article 297 (i) of the Versailles Treaty. 

Let it be said to our credit, after World War I, that under the Knox-Porter 
Joint Peace Resolution of July 2, 1921, we refrained from seizing German 
private property and merely reserved the right, subject to action by Congress, 
to retain it until Germany made “suitable provision for the satisfaction of” the 
claims of American citizens. German assets Were retained as security rather 
than seized and applied as a setoff. This provision was later incorporated 
in the Treaty of Berlin with Germany, August 25, 1921 (although that treaty by 
reference entitled the United States to all of the rights and benefits of the Treaty 
of Versailles). The point is that the Knox-Porter resolution clearly recognized 
the duty of the United States to return the seized property, subject to reciprocal 
performance by Germany. In other words, it defined American policy in the 
treatment of enemy property as sequestration for the duration of hostilities. 
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What we have done under the Paris agreement of 1955 is to revert to a 
clause in the Versailles Treaty which we were unwilling to adopt as our own 
in 1921. 

Fred K. Nielsen, former Solicitor for the Department of State, was the Amer- 
ican representative on the Peace Conference Committee which drafted the 
stipulation. At the 1933 annual meeting of the American Society of Interna- 
tional Law, Nielsen had this to say: 

“The stipulation was inserted here through the effort of a very insignificant 
member of the Peace Conference who had nothing to do with the provisions with 
regard to confiscation which have been denounced as obsolete and a relic of 
barbarism—and very properly so denounced, I think. It was because those 
stipulations seemed to be a blot on the record of the Allied and Associated Powers, 
that some feeble and, I might say, crude attempts were made to afford a little 
remedy. The author had this in mind: That the Allied and Associated Powers 
could never defend this feature of their own record. They could not ground 
their action on international law. 

“And now the next confession I might make is not a very satisfactory one, 
because one idea in putting that stipulation into the treaty was that it might 
give a little defense to the act of confiscation. I do not think it is much of a 
defense, if I knock down a man and take his money away from him illegally, 
to impose upon him the obligation to pay himself. So that there is not much 
defense in the contention that there can be no confiscation if Germany fails to 
pay. 

Prof. A. H. Feller, subsequently General Counsel of the U. N., joined in support 
of Mr. Nielsen and declared that he, too, did “not think the provisions of the 
Treaty of Versailles could be said to have in any way canceled the blot against 
the practice of the Allied and Associated Powers.” 

At that same meeting, Dr. Edwin Borchard, professor of law at the Yale Law 
School, added : 

“Of course, substitution of a bad debtor for a good debtor, under article 297 
(i) is a mere subterfuge, doing no credit to the integrity of modern times. It is 
the tribute vice pays to virtue. It was a subterfuge to avoid the inevitable 
charge of confiscation.” 

Whoever argues before this committee or in any other forum that chapter 6 
(Reparation) of the Bonn agreements as amended by the Paris protocol was 
voluntarily accepted by the Federal Republic cannot be aware of the facts. 

I have already referred to the controversy which these provisions provoked 
within the Bundestag; to the resolution regarding external assets which im- 
mediately followed the approval of the Paris agreements; to the unanimous 
view of all political parties within Germany that the seizure as reparations of 
private German property owned abroad is without justification under inter- 
national law, and inimical to the establishment of conditions favorable to a 
durable peace and the expansion of international trade and investment. 

The truth is that Germany had the choice of continuing under occupation 
or accepting the restoration of sovereignty on condition that it abandon its 
claim for the return of external assets. There could be no other reasonable 
answer than the answer which the Bundestag gave—to accept the condition. But 
the onus rests on us for having put the issue in this form and having demanded 
a compromise with principle as a condition of German self-government. 

This is a blot on our record, not theirs. That no less than 50 remedial bills 
have been introduced in successive sessions of the Congress over the past few 
years indicates that Congress itself is becoming aware of the truth. 


IX. WAR DAMAGE CLAIMS 


Those who oppose the return of privately owned German and Japanese assets 
because they feel that these assets will, in whole or substantial part, solve the 
problems of American war damage claim suits, are misled. 

About two-thirds of the assets have been liquidated yielding proceeds of about 
$345 million: of this sum $225 million has been transferred to the war claims 
fund and has either been disbursed or is being disbursed; administrative costs 
have taken an estimated $50 million; other payments or returns will take 
another $10 million ; $60 million in cash remains on hand but this the administra- 
tion proposes to return to individual German and Japanese property owners who 
have claims of $10,000 or less. 

The result is that the balance of the assets which have not yet been sold, 
valued at about $165 million, is the maximum available to meet the unpaid 
claims. 
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These assets have not been sold because the Government's right and title to 
them are currently being challenged. 

If the Government wins all of the 23 major cases a part of the claims will be 
met. (How large a part we do not know because the total is still undetermined 
That it will be a fraction is certain, based on claims already filed.) The Gov- 
ernment is unlikely to win every case. If it loses one case, that involving the 
General Aniline & Film Corp., it will have lost more than one-half of the value 
of the remaining assets. 

All wartime personal injury claims have been satisfied or are being processed ; 
only property damage claims remain. These cannot substantially be satisfied 
from the residue of assets on hand and will not be paid in the foreseeable future 
because the assets cannot be sold. 

It is, therefore, illusory to regard the remaining assets as an important source 
of funds to discharge the property damage claims. There are not enough free 
assets left. Property damage claimants must look to other sources for pay- 
ment—or the bulk of their claims, under the London debt settlement agreement 
of 1953, will await ‘final settlement of the problem of reparation” [ (art. 5 (2))]. 
The official summary of the agreement interprets this to mean that wartime 
claims are deferred until “a peace treaty or similar arrangement, which is not 
feasible at the present time in view of existing world conditions.” 

The recent Geneva Conference suggests that it may be a long time before 
such a treaty or arrangement can be concluded. 

If the war damage claims are to be paid within the foreseeable future, the 
claimants must look to an alternative source of funds. 

I believe that these claims should be met. And I believe an alternative source 
of funds exists. 


X. ECONOMIC AID PAYMENTS FROM GERMANY AS A SOURCE OF FUNDS FOR AMERICAN 
WAR DAMAGE CLAIMANTS AND PROPERTY OWNERS WHOSE ASSETS HAVE BEEN SOLD 


Under the 1953 London agreement, Germany undertook to pay the United 
States $1 billion on account of the postwar economic aid which she received 
from us and $200 million for certain surplus property which we had left in 
Germany after the war. Interest payments have begun, a fund of $62.5 million 
already exists, and payments on account of principal will begin on July 1, 1958. 
Annual payments will thereafter amount to about $75 million. I recommend 
that a portion of these funds to be used to discharge the unsatisfied American 
property damage claims. The State Department has already asked the Congress 
to establish a fund of $100 million from such payments in order to satisfy the 
smaller damage claims. (See sec. 202 (a) of S. 2227.) 

The same source of funds (likely to be supplemented by similar payments 
from Japan), without fresh appropriations, should be used to discharge our 
obligations to German and Japanese property owners whose assets have been 
sold. If Germany (and Japan) cooperated through prepayments against the 
existing debt the property owners could be paid without delay. They could 
be fully compensated, in any event, over a period of 3 to 5 years. 

The advantages of using postwar economic aid payments rather than appro- 
priations are twofold. There is, first, a practical difference between appropri- 
ating a large lump sum directly from the Treasury and diverting for a limited 
period annual payments to be received from Germany and Japan. Lump-sum 
appropriations might well increase the pressure for taxes; considering the 
practical realities of the matter, rather than accounting theory, the diversion 
of funds, as proposed, would have no effect on taxes. In the state of our national 
budget it cannot realistically be said that United States taxes would be reduced 
because the Treasury's cash receipts are increased by $25 million or even by $75 
million each year. 

The second distinction lies in the fact that recourse to the funds being 
repaid to us by Germany makes payment dependent not on the credit and good 
faith of the Government of the United States but on the credit and good faith 
of the Government of Germany. The distinction is clear and over the next few 
years may have practical importance. 

It has been suggested that this might simply transfer the burden of paying 
war damage claims from the German taxpayer to the United States taxpayer. 
The suggestion is without merit. War damage claimants have rights against 
Germany which because of the 1953 London agreement they cannot exercise and 
may not be in a position to exercise for years. 
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Law and morality apart, the funds to which they were to look in lieu of their 
i1ims against Germany—funds derived from the saie of private German and 

Japanese assets—have been depleted, cannot now be replenished, and may never 
replenished. 

It is wholly appropriate that the United States, which cut off the rights of the 
(merican claimants against Germany, should make advances against these 
aims and stand in place of the claimants when the claim can be asserted against 
Germany. 

I am suggesting, therefore, that the United States make advances not as 
vifts but in consideration of the assignment of claims—that the Government 
f the United States be thus subrogated to the rights of the private war damage 
aimants. 

Che justification for this proposal lies in the fact that the claims of those 
ho suffered war damage have been cut off by the Government and are prior 
n right and prior in time to the claims of the Treasury; the Treasury's rights 
vill be amply safeguarded and vindicated since those claims can later be 
sserted against Germany. 


XI. LIQUIDATION OF ALLIED ASSETS DURING WORLD WAR II 


i 


The contention has been made that because our allies were forced to liquidate 
some of their foreign holdings during the war, the United States is today justi 
tied in confiscating the privately owned external assets of German and Japanese 
nationals. 

The argument blurs the crucial difference between consent and force 

On the one hand there was the free exercise by the Allied Nations of thei: 
power of eminent domain, with the consent and over the property of their own 
nationals, in order to serve the public need in a time of crisis, and with voluntary 
payment of full compensation. On the other hand there would be the assertion 
of force by a victor over the private property of nationals of a defeated power, 
ifter the war is ended, converting sequestration into confiscation, and denying 
the fundamental obligation of a taking power to make just compensation. 


XII. THE PROBLEM OF INCREASED VALUE 


In other hearings an attempt has been made to challenge the proposal to 
return the assets in their present form, or the proceeds of sale, because some 
of the assets since vesting may have increased in value. The outcry of “wind- 
fall’ has been loud enough—but the alternatives are obscure. 

To retain the excess over book value at the time of vesting is to use an ac- 
counting device as a measure of just compensation : 

Are patents recorded on the books at a value of $1 subject to seizure for that 
price? 

Are we prepared to compensate for losses or diminutions in value where they 
have taken place? 

Since the war the value of the dollar has been more than halved; should 
remedial legislation provide an adjustment for this factor? 

To attempt to adjudicate just compensation in each case would be the work 
of years. Complete justice after more than a decade of vesting is impossible. 
The only administratively feasible rule is the simple one—to return the assets 
on hand to those from whom they were vested; if the properties have been 
sold, to return the proceeds. 

What I have considered so far, Mr. Chairman, are the reasons why we should 
adopt a policy of general as contrasted with partial return of privately owned 
German and Japanese assets. There are other contentions and other argu- 
ments; but the questions I have touched upon are those which seem to 
be regarded as the more important issues. I should like now to comment 
briefly on each of the four bills pending before the committee. 


XIII. 8S. 1405, INTRODUCED BY SENATOR CLEMENTS 


This bill has been before the committee before in a somewhat different 
version (S. 2171, introduced by Senator Hendrickson). It was the subject of 
extensive hearings in the summer of 1953 and was reexamined again by this 
committee last July. It differs from the Hendrickson bill in that it would 
authorize the sale of assets involved in a section 9 (a) suit only if they were 
claimed “by noncitizens of the United States.” 
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My views are set forth in the hearings before this committee on S. 3423, 
July 1, 1954, page 119. The bill appears to be designed to permit the sale of 
the major asset presently administered by the Justice Department—the stock of 
the General Aniline & Film Corp. 

The particular question is whether the limitation of sale to assets claimed by 
noncitizens avoids the constitutional problem which would otherwise arise under 
the fifth amendment. The Supreme Court has held that friendly aliens are en- 
titled to the safeguards of the fifth amendment. Nationals of Switzerland are 
noncitizens of the United States but undoubtedly friendly aliens. 

Swiss nationals are claiming the GAF property. 

It is my opinion that the limitation to noncitizen claimants proposed in S. 1405 
(as contrasted with S. 2171) does not avoid the constitutional difficulties which 
were clearly identified in the hearings last year and the year before. 

Even if this bill were passed, therefore, it would take 2 to 3 years before the 
constitutional problems could be ruled upon by the Supreme Court. In the mean- 
time, the objectives of the bill—the sale of the assets—could not be achieved. 

As I view 8S. 1405, therefore, it would be of no practical benefit to the war- 
damage claimants; and it would be bound to give rise to costly and protracted 
litigation of benefit to no one—except, perhaps, to the members of my own 
profession. 


XIV. S. 2227, INTRODUCED BY SENATOR KILGORE 


This is the meager reply to Chancellor Adenauer’s request for the return of all 
privately owned German assets. In value the bill would return about 10 percent 
of the assets and ratify the confiscation of the remaining 90 percent. As I have 
said, this is a token payment which, in my view, will merely symbolize and 
acknowledge the existence of an obligation without discharging it. Even 10 per- 
cent, I suppose, from the vewpoint of the individuals who may benefit from it, 
is a step in the right direction. But from the viewpoint of our political relations 
with the Federal Republic of Germany it must be regarded as an altogether futile 
gesture. It will not solve the assets problem because it does not seriously seek 
to solve it. 

There are other aspects of the bill which must give rise to serious doubts. 
Apart from the arbitrary limitation on amount, the most troublesome is the 
extraordinary discrimination against corporations. S. 2227 can only be justified 
on the dangerous doctrine that in property matters there is a justifiable distinc- 
tion between juridical and natural persons. 

Most of our property in this country is owned by corporations which in turn 
are owned by a larger or smaller number of stockholders. 

Almost all of our business abroad is done in corporate form. 

The State Department apparently feels that property owned by corporations 
is less entitled to protection than property owned by individuals. It recommends 
the return of some German and Japanese property to “natural persons,” to miti- 
gate hardship, but is advising the Congress to return nothing to corporations. 

This can only be on the dubious assumption that Germans and Japanese who 
own shares of stock rather than property in kind were by reason of that fact 
safeguarded from straitened circumstances. Literally thousands of German and 
Japanese shareholders are thus discriminated against. 

The Justice Department has sought to make much of the fact that, although 
S. 2227 confiscates 90 percent of the property, it allegedly deals with 90 percent 
of the cases. It may deal with 90 percent of the cases in the Justice Department, 
but it deals with no more than 10 percent of the cases abroad. Corporations are 
owned by stockholders who are individual human beings not juridical persons. 
If the assets of A. T. & T. were sought to be nationalized in this country, I suspect 
the Government would be faced by as many cases as there are stockholders. The 
same is true of corporations in Germany. The 90 percent “by number” statistic 
is an illusion. 

Although the payment of 10 percent, proposed by S. 2227 must be welcomed 
since it represents an effort on the part of the executive branch of the Govern- 
ment to come to grips with the problem, the true importance of the bill, in my 
view, lies in the fact that it points the way to a larger solution. For S. 2227 
recognizes that economic aid payments by Germany can and should be used to 
finance the discharge of American war damage claims. 

For these reasons it is difficult to oppose the bill and I do not do so. My point 
is simply that it will not solve the problem of German and Japanese assets. 
It will not solve the problem of American war damage claims. It will not ease 
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the sense of discrimination which Germans and Japanese feel as a result of our 
eatment of their property. It does not further respect for international law 
or enhance the security of our investments abroad. 
It may be described, perhaps, as a step in the right direction—but surely the 
<tep is a faltering one. 


XV. 8. 854. INTRODUCED BY SENATOR LANGER 


This bill avoids any discrimination against corporations and contains no 
artificial limitation on amounts. Its defect is that it does not deal with the 
irger underlying problem. It is an attempt to deal with the assets matter on 

partial or piecemeal basis. 

That those who would benefit under the bill are deserving of consideration 
cannot be doubted. That the vesting process which frustrated the intentions of 
American testators and donors worked unfairly and should be reversed is equally 
clear. But S. 854, no less than S. 2227, leaves vital issues untouched and the 
political and economic objectives of return still to be achieved. 


XVI. S. 995, INTRODUCED BY SENATOR KILGORE (FOR HIMSELF AND FOR SENATOR 
DIRKSEN) 


My views on this bill are set forth in the hearings before this committee 
last July, beginning on page 96. I appeared at the time in full support of its 

rinciples. Its defects I have already adverted to in my earlier testimony. 

First and foremost, the bill does not seek to deal with the problem of war 
damage claimants. I believe, therefore, as a practical matter, that it is essential 
to enlarge the scope of the bill. 

Ss. 995 would require direct congressional appropriations. As already indi 
cated, appropriations can be avoided and the problems of both war damage 
claimants and German and Japanese owners whose assets have been sold can be 
solved without burdening the United States taxpayer. 

S. 995 proposes an administrative structure, particularly in the establishment 
of a Vested Property Commission (sec. 41) which appears to be cumbersome 
and may delay rather than expedite relief. 

There are other detailed suggestions regarding particular provisions of the 
hill which I should like to submit to the committee in memorandum form. But 
S. 995 is a constructive approach to the problem and contains many provisions 
which should be preserved for inclusion in an omnibus bill which will treat not 
only of privately owned German and Japanese assets, but American war damage 
claims; provide for financing through procedures other than appropriations and 
establish priorities in administration so that the truly needy will benefit without 
delay. 

XVII. CONCLUSION 


Most of what I have said can be summarized in these six propositions : 

First. In time of war the use or the sequestration or the exercise of custodian- 
ship over privately owned enemy property is lawful and may be necessary ; in the 
postwar period it is unlawful and unnecessary to convert sequestration into 
confiscation without the payment of just compensation. 

Second. For reasons of principle we returned the bulk of the privately owned 
German property which we sequestered during the First World War. Eight 
years ago we returned the Italian owned assets. A decade after the Second 
World War it would be morally wrong and politically unwise to affirm the 
confiscation of private property belonging to German and Japanese nationals 
whose governments are now allies of the United States by treaty and by faith. 
The conditions of Potsdam no longer prevail; we cannot sensibly continue to act 
as if they do prevail. 

Third. Private property may not lawfully be confiscated to discharge govern- 
ment debts. Specifically, privately owned German and Japanese property lo- 
cated in the United States may not lawfully be confiscated by calling them 
reparations: Nor do we mitigate our offense by telling the former owners to 
seek compensation from their own governments instead of from us. These are 
verbalisins and subterfuges. It is we who have expropriated the property; in 
law and in justice the obligation to return the property or to compensate the 
owners remains with us. 

Fourth. Neither the Paris Reparation Agreement nor any other international 
agreement prohibits the Congress from returning the property in kind or from 
compensating the former owners. 
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Fifth. Economic aid payments from Germany can and should be used in 
place of appropriations as a source of funds to compensate American war dam- 
age claimants as well as German and Japanese property owners whose assets 
have been sold, 

Sixth. From the viewpoint of our foreign economic policy it would be folly 
for the United States, as the great creditor Nation of the world, to declare and 
exercise a right to confiscate former enemy privately owned property. Selt 
interest dictates that the United States should extend the area covered by the 
rule of law and international order. But principle is involved as well as self- 
interest. And the principle is as simple and broad as the integrity of private 
property.. For the United States, of all the nations, to shrink the protected area 
and to take action to deny the inviolability of former enemy private property 
will be understandable neither by those of our own people who have made 
investments abroad, nor by future historians of the world order. 

Mr. Guxspure. Of course, Mr. Chairman, I understand the problem 
of time limitation since we see the number of people here in the room. 
I would like only to summarize, briefly, a few of the issues that were 
touched on yeste rd: ay and to consider with the committee some of the 
difficulties that were raised by Mr. Murphy, by Mr. Townsend and 
others in their presentation here. 

The first issue that was raised—— 

Senator Jounston. May I ask does your brief go into that? 

Mr. Grxseurc. My brief goes into some of these matters, but not 
others. 

What I have to say now is in addition to the materials contained in 
my statement. 

Senator Jounsron. That is what I wanted to know. 

Mr. Ginspere. I think perhaps the simplest way to reply to what 
has been said is to refer to a memorandum prepared by Council on 
Foreign Relations, entitled “Postwar Settlement of Private Proper- 
ties.” It was published, Mr. Chairman, in 1945, not with reference 
to this committee’s hearing or to any other committee hearing; it was 
published at a time when the war was still going on with Germany 
and with Japan. 

The president of the council was, at that time, Mr. Leffingwell; Mr. 
Allen Dulles was vice president, and members of the board included 
Messrs. Hamilton Fish, Arnold Strong, Douglas Gynn, Thomas Fin- 
letter and others. 

I call your attention to the first recommendation of the council as it 
bears on the matter now pending before the committee. The first 
recommendation was that the United Nations, during hostilities— 
may sequester private property in their territory and in connection there- 
with may appoint custodians to administer, and if need be, to liquidate or sell 
such properties. Axis private property in 1945 so sequestered should not be 
confiscated, but held for disposition in accordance with international law at 
the termination of hostilities. 

Reference was made to the Gerhardt bill by Mr. Townsend. The 
Gerhardt bill, you will recall, was a predecessor bill of the War Claims 
Act of 1948. ‘We are here considering what is to be done regarding 
the reaffirmation or amendment of that act. 

Let me refer you to a statement by the council on that point. The 
council said that on November 15, 1943, the Gerhardt bill was intro- 
duced— 


which would have authorized retention of sequested property as security and 
would have applied sequestered funds to the satisfaction of all claims of Ameri- 
can nationals and residents for damages to persons and properties arising sub- 
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equent to January 1, 1941. The bill would have remitted Axis owners of 
sequestered property to their respective governments for indemnity. No action 
vas taken on this bill and it has not been reintroduced into the 79th Congress, 

- is any other legislation at present pending on this subject. It is to be hoped 
that when new legislation is introduced it will avoid the confiscatory features 
f the Gerhardt bill and will accord with recognized principles of international 
iw. 

Mr. Chairman, reference has already been made to the precedents 

ich should guide us, the precedent of return of assets after World 
War I and the return of Italian assets in 1947. No effort has been 
nade before this committee or in any other forum to distinguish the 
return of Italian assets from the return of German and Japanese 
assets. 

Mr. Wood referred a few minutes ago to the fact that we have S27 
billion of private investments abroad. Earlier, Senator Capehart 
ilso spoke of our private foreign investment. There can be no doubt 
that a policy of confiscation by this country weakens the security and 
indermines the legal position of those assets. 

The Randall Commission laid great stress on the need to induce 
private American capital to invest abroad. If we reaflirm the policy 
of confiscation, our foreign privately owned assets will become hostage 
to all of the debts which foreign governments may choose to assert 
iainst our own Government. 

Mr. Chairman, before this committee last year Secretary Dulles 
expressed himself definitely on the point. There can be no doubt 
regarding the position of the State Department on the desirability 
of stimulating private investment abroad. 

Reference has been made before most recently by Mr. Parlin this 
morning, to the situation within Germany. 

How do the former owners, and Germans generally, feel about the 
return of these assets? The statement was made that Mr. Abs was 
sent here merely because he is a shrewd negotiator, a persistent and 
skillful negotiator, who was more likely to get and only interested in 
getting ¢ hundred cents on the dollar. 

Let me tell you a little about what is actually felt within Germany 
today regarding this matter. 

At the time the NATO convention was before the Bundestag, one 
resolution, and only one, was passed immediately following the adop- 
tion of the agreements. That resolution related to the very issue 
before this committee. 

It states that “the German Bundestag, with deep regret, takes notice 
of the fact that the three Western Powers insisted that the regulations 
concerning Germany property abroad be included. The German 
Bundestag is of the opinion that this cannot be reconciled with politi- 
cal and military obligations or the responsibility within the commu- 
nity of the free world.” 

It might be said, perhaps, that this resolution related only to foreign 
affairs; that it was adopted for the purposes of furthering the inter- 
ests of Germany here in this country—that it was without political 
interest or support in Germany. The contrary is true. The man who 
introduced that resolution and who spoke on behalf of the entire 
Adenauer coalition was Dr. Karl Pfleiderer, a member of the Free 
Democratic Party, a party allied with Adenauer. The man who came 
to negotiate this issue with the United States—I say negotiate, al- 
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though there were no negotiations—was presented with a fait accompli 
by the State Department; the decision had already been reached to 
confiscate 90 percent of the assets by returning $10,000 to natural per- 
sons only. This man, Mr. Abs, was a member of the coalition and of 
the party Mr. Adenauer himself headed. 

In June of 1955 a representative of the SPD, Dr. Walter Seuffert, 
delivered an extraordinary address calling for the return of the assets 
we seized. 

Politically, therefore, Germany is united on this issue. All of the 
parties understand the problem and they unanimously call for return. 

The statement was made, I think, by Colonel Townsend yesterday, 
that we have done enough for Germany; that we have extended $3 
billion of aid to them; and we have given them military assistance and 
soon. Indeed we have done that. But the point is that the property 
that we hold is their property and the property that we have sold is 
their property. To return property that does not belong to us is no act 
of further generosity. 

It is a curious fact, Mr. Chairman, that yesterday Mr. Murphy, for 
the State Department, emphasized the fiscal problems involved in 
return, and the representative of the Bureau of the Budget laid great 
stress on the current relevance of the Paris Reparation Agreement. 
I would like to spend a minute discussing the 1946 Paris Reparation 
Agreement, which the Budget Bureau believes prevents the return 
of the assets. 

Two-thirds of the assets have been sold. The Paris Reparation 
Agreement has no bearing whatever on the provision of just compen- 
sation for the two-thirds assets sold. 

The one-third of the assets which has not been sold, is tied up in the 
23 lawsuits to which Mr. Smithey referred. 

Mr. Dulles himself appeared before this committee in July 1944, and 
pointed out that the Paris Reparation Agreement was not intended to 
operate in perpetuity; that it was designed to serve a specific function 
and that in his view that function had been served. 

It is inconceivable, at this time, that the Paris Reparation Agreement 
can seriously be regarded as a bar to return. 

Senator Langer asked a question yesterday of Mr. Murphy. That 
question should be answered; I regret that the Senator himself is not 
here. He asked what other countries have done in connection with 
these assets. 

Greece has returned most of the assets it vested and has undertaken 
to return the balance; Turkey has begun the process of return; South 
Africa returns assets to owners who immigrate there, even briefly ; Den- 
mark, Holland, Luxembourg, and Belgium in effect made partial re- 
turns against varying lump-sum payments on a case by case basis; 
Great Britain has chosen, as a matter of grace, to distribute the pro- 
ceeds from the sale of German assets to British creditors, to German 
debtors; Norway has likewise adopted a system of ex gratia payments. 

You may also like to know what has been done in connection with 
the Japanese assets although Japan was not involved in the 1946 Paris 

teparation Agreement. Seven nations have adopted a policy of re- 

turning Japanese property and have either completed return or pay- 
ment or are now in the process of doing so. I refer to Argentina, 
Brazil, Chile, and Peru in this hemisphere and Ceylon, India, and 
Pakistan in Asia. 
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To suggest in these circumstances that the Paris Reparation Agree- 
ment precludes either compensation or return in kind is not jon to 
disregard the terms of the agreement and its nature and purpose, but 
to ignore the actual international practice under it. 

Colonel Townsend referred yesterday to the undertaking on the part 
of the German Government to compensate its own property owners. 

To begin with, there is no comparable provision in the Treaty of 
Peace with Japan. So far as concerns Japanese assets, what is involved 

plain, unvarnished confiscation. 

The Paris Agreement of 1955 contains a provision under the Ger- 
man Government is said to be obliged to compensate its own people for 
the assets which we seized here. A similar provision, Mr. Chairman, 
was included in the Treaty of Versailles, article 297 (i1)—a provision 
which was never accepted by the United States in the Knox-Porter 
resolution which concluded our war with Germany after World War I. 

Our position after World War I was that the assets should not be 
confiscated; that they should merely be sequestered and would be 
held as security for the payment of American war-damage claims. 
What we did in 1955 was to insist that Germany adopt a provision 
which we ourselves repudiated in the interwar period, and which we 
refused to accept after the termination of World War I. 

Article 297 (1) of the Versailles Treaty was repudiated by the 
United States, never accepted in the settlement with Germany and 
has been condemned ever since. It is that provision which is here 
alleged to be controlling. 

I was pleased to note yesterday that Mr. Murphy refrained from 
making any reference to it. 

It was Mr. Townsend whose concern is with the problem of admin- 
istration—who laid great weight on this provision. 

The truth is that Germany had the choice, Mr. Chairman, of con- 
tinuing under occupation or accept the return of its sovereignty on 
condition that it abandon its external assets. The German Bundestag 
did the only thing it could have done. And no less than 50 remedial 
bills have been introduced in the past few years to remedy the injustice 
which has been done. 

Finally I would like to advert briefly to the problem of war-damage 
claims. I believe that American war-damage claims should be paid. 
Of the assets which were vested, two-thirds have been sold and the bulk 
of the proceeds have been disbursed. There are not sufficient sums left 
from this source to compensate the American war-damage claimants. 

Mr. Townsend yesterday spoke of the assets involved in the section 
9 (a) suits, in the 23 cases to which I’ve referred. The total value of 
those assets is somewhere in the vicinity of $165 million. Even if the 
(sovernment wins all of the 23 cases, then there will be available a 
fraction of the sums necessary to pay the American war-damage 
claims. 

Under the London Debt Settlement Agreement of 1953 the United 
States itself has barred the American war-damage claimants from pro- 
ceeding against Germany. Payment has thus been indefinitely post- 
poned by United States Government action. 

I was interested to hear Mr. Townsend’s statement that provision 
was made in the London Debt Agreement for ultimate sakiiehien of 
American claimants against Germany. I suggest that this is not 
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true. There is no provision in the London Debt Settlement Agree- 
ment for the compensation of American war-damage claimants. 1 
suggest to this committee, as the chairman himself indicated by his 
questioning yesterday, that the problem of financing can be resolved 
without the ares iation of one cent; that it can be done without 
increasing the burden on the United States taxpayer. This, I think, 
is the critical issue before the committee. 

The common denominator of the testimony of the Government wit- 
nesses was the fiscal problem: How will return be financed? Where do 
we get the money to compensate the German owners whose property 
has been sold? Where do we get the money to compensate the American 
war-damage claims? I say that a source of funds does exist in the 
economic-aid payments which Germany has undertaken to pay us. 
There need be no additional burden on the United States taxpayer, 
No one will appear before this committee to say that the use of the $75 
million a year, which will be paid to us against the economic aid debt, 
will in any way increase our tax burden. If those payments were 
credited to miscellaneous receipts in the Treasury, the tax burden 
would not be reduced. Nor will diversion to compensate war-damage 
el: oe ints and property owners increase that burden. 

I do not say that the American war-damage claimants should simply 
be given the money. I say that the solution lies in havi ing the Ameri- 
can war-damage claimants assign their claims to the United States in 
consideration of the financing of payment by the United States so that 
the United States, as owner of the claim, will be subrogated to the 
rights of the war-damage claimants. When world conditions permit 
we may thereafter be able to present those claims for discussion with 
Germany. 

Mr. InGoutpspy. You are asking what the administration is asking 
to be done with respect to setting up the claims? 

Mr. GinspurG. Precisely that. One has to search for reasons why 
the Government proposes to limit the compensation of the war-damage 
claimant to one hundred millions leaving the balance of the claims 
unpaid. I have suggested only one additional point—that these 
sums not be transferred to the war-d: amage claimants as a gift, but in 
consideration of the assignment by the w: ar-damage claimants of their 
claims to the Government of the ‘United States, so that our Govern- 
ment will stand in the shoes of the war-damage claimants. This, I 
think, is the heart of the matter. 

Thank you, Mr. Chairman. 
(The following was subsequently supplied for the record :) 


WasuHinaton, D. C., December 6, 1955. 
HARLAN Woop, Esq., 
Trading With the Enemy Act Subcommittee, 
Senate Judiciary Committee, HOLC Building, 
Washington, D.C. 

Dear Mr. Woop: In the course of the statement which I offered and was ac- 
cepted for the record, during the recent hearings, I referred (on p. 170) to an 
address by Dr. Walter Seuffert. It was indicated in the statement that I would 
offer the full text of Dr. Seuffert’s address for the record. 

Normally I would not seek to burden the record with an address of this kind 
but in view of the interest of the Congress in the political reaction within Ger- 
many to the confiscation of Germany’s external assets, I think the full text should 
be included. It is entitled “The Importance of Foreign Assets for the Standard 
of Living and for the Economy” and was delivered in Bad Homburg in June 














1 O85. 


mel 


the 
mer 


HI 


pwr 





is 


3 ac- 
oO an 
ould 


kind 
Ger- 
ould 
dard 
June 





RETURN OF CONFISCATED PROPERTY 183 


i955. It is a forceful statement and I think it will be illuminating to the 
members of the committee and the Members of Congress who are interested in 
the problem. For your convenience I am enclosing a marked copy of my state- 
vent as well as the translation of the address referred to. 
With kind personal regards, I am, 
Yours sincerely, 


Davip GINSBURG. 


ADDRESS BY DR. WALTER SUFFER 


HE IMPORTANCE OF FOREIGN ASSETS FOR THE STANDARD OF LIVING AND FOR THE 
ECONOMY 


When, at the beginning of this century, the principle was set forth in, 
nd disseminated through, the Hague conventions that private property was 
nviolable in conflicts between States, this inviolability being protected and 
guaranteed by international law also in case of war, and when this principle 
was detined precisely and made applicable through many specific provisions, 
t was not by any means thought that anything new had been added to inter- 
national law. This principle was looked upon, rather, as a valid and un- 
hallenged component of international law and as the basis and fruit of a 
long development in civilization at the pinnacle of which people saw themselves 
it that time. This development had originally started from a state of af- 
fairs in which one could be present in a foreign country in terms of property 
ind protected assets only if and insofar as one was present there in terms of 
power and military force. Only the conqueror or the colonizer could have 
property abroad, and there was no international code protecting the alien's 
property beyond the protection which he secured for himself by his own might 
r which the laws of the foreign territory conceded to him. Admittedly, it 
need not always have been the power of the individual owner himself; there 
irose a principle, rather, that property abroad enjoyed protection in proportion 
is the State to which the owner belonged was powerful. From there it was 
i long way to the principle that it should not depend on any single State to 
what extent it could protect its nationals and their property abroad but 
that, instead, international law itself and the entire comity of nations rec 
gnizing international law should protect and guarantee the private rights 
of every individual against any State. It was a necessary and equally im- 
portant corollary of this conception that the trade and property relations be- 
tween the various national economies could no longer be the scene of mutual- 
power politics of the several States, but ceased to be dependent on these power 
polities, this whole sphere being henceforth subordinated to the private law 
principles of equality, of freedom of contract, and of general protection by law— 
in other words that this sphere should be regulated by peaceful means and not by 
the exercise of power. The recognition of a sphere of private law as a possession 
protected not merely by the power of the State but by the international system 
of law itself, the fact that also the citizen of a powerless State was thus pro- 
tected, was the decisive point in the development of a modern system of law 
designed to emphasize the innate value of the individual independent of the State, 
differing in this respect from all previous and subsequent State theories which 
regarded the individual merely as a part, as a component of a political structure. 

At the time of the Hague Convention it was thought that this decisive step 
could be regarded as assured and completed and, above all, that no one could any 
longer doubt the principle that claims against States must not be enforced 
against their nationals and the latter’s private property. It is not relevant 
in this context to investigate the extent to which reality corresponded 
to doctrine at that time. It must be recalled, however, that German policy in 
those days, for example colonial policy, also sought time and again to justify 
itself with the argument that one must be powerful for the sake of the interests 
of one’s own nationals abroad. And it was by no means German policy alone 
Which had not yet abandoned such principles, or else the First World War 
could not have broken out in the way it did. 

Hardly anyone could have envisaged at that time the immense retrogression 
which began in the First World War and assumed catastrophic proportions in 
the Second. Because of the unrestricted development of the weapons of war 
it seemed to become technically impossible to distinguish between legitimate 
acts of war and forbidden acts of war against private property. As a result 
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of aerial warfare the concepts of “front-line” and “immediate theater of opera. 
tions” have been extended, in practice, to cover entire countries, and on the 
other hand, the armament economy of total war has obliterated, in practice, 
any distinction between goods important to the war effort and private property. 
Thus the carefully constructed barriers protecting private property in war 
threatened, in actual fact, to become unreal. Even worse in their effect were 
the legal measures taken against the private property of enemy nationals 
abroad—worse, because they were taken in cold blood without the immediate 
compulsion that exists in actual warfare to take decisions—because they were 
applied not only during the war but also after the war and sometimes onl) 
then in full rigor—because they failed, often deliberately, to make essential! 
distinctions, even in cases which, contrary to the situation in actual warfare, they 
could very well have made such distinctions, and, finally, because they exceeded 
the territorial and chronological limits of belligerency in seeking to satisfy claims 
against the enemy State by drawing on the private property of its nationals, 
even in neutral States. No one will be able to overlook or deny that the at- 
titude of the National-Socialist state, in particular, had a calamitous part in 
this development. The deplorable thing is that here, again, the private in 
dividual and his property is without any restraint identified with the State 
to which he belongs, and which perhaps oppresses him, that he is thought of 
as an integral part of this State and made liable for it, that his fate is made 
to depend on decisions, in terms of power, within that State and not on his own 
decisions, and that all this is by no means accepted merely as an historic fact 
but is made to serve as the basis and justification of positive measures and is 
thus given approval: in other words that this conception according to which 
the individual is to be looked upon primarily as a component of the state for 
which he is to be held liable and with which he is identical, in sort the totalitarian 
view of the State, in this manner appeared to conquer the whole world once 
more and to become the foundation of the declared policy of those very pow- 
ers which had pledged themselves to struggle against the totalitarian concept 
of the state and for the freedom of the individual. The recognition of the pri- 
vate individual as an independent subject in international law who is not de- 
pendent upon the power of the state for his protection, cannot be identified with 
the state and cannot be held liabile for it—this recognition seems to me a great 
achievement in the development of law in the 19th century. What has happened 
since is a relapse into totalitarian beliefs the consequences of which can hardiy 
be foreseen if this course is further pursued. 

What are the economic consequences of this development and who is af- 
fected by them? The ability and readiness to have foreign assets and to main- 
tain economic links with abroad is the precondition of a modern nonprovincial 
style of life, and this in turn is the prerequisite of an adequate standard in liv- 
ing conditions. The progressive development of an economy and especially of 
the living conditions of the masses in this economy requires, as everyone knows 
by now, a maximum degree of development of relations with foreign coun- 
tries. Autarchy—if it has to be tolerated for some reason or other, or is even 
mistakenly aimed at—always affects living conditions adversely. But if things 
reach the point again where the protection of property and rights abroad 
which are necessary for the expansion of the international economy, depend on 
how powerful is the State backing these, it means nothing else but that the 
nationals of states which are less powerful than others or which are, perhaps, 
less disposed than others to employ power are denied full participation in the 
fruits of the modern economy and in its potential development. Furthermore, 
and that is perhaps even worse, this is once more bound to lead to foreign trade 
becoming an instrument of power politics and thus again a potential cause of 
war. It is probably true to say that the masses among the peoples are even 
more interested in the peaceful development of international relations than the 
few wielding economic power and who may well secure the protection of their 
own interests by their own means of power even when the State and the inter- 
national order of law do not generally ensure this protection; for these broad 
masses will as a rule share, with some certainty, in the blessings of world 
economic ramification only when international trade functions peacefully and 
without the resort to pressures of all kinds. Besides, it must be possible tv 
employ foreign assets in the interests not only of one’s own national economy 
but also of the development of the foreign partner. Otherwise the carrying out 


of joint programs of the free peoples for underdeveloped territories would be 
impossible. 
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Therefore any encroachment on foreign trade relations and interference with 
private assets abroad always harm the entire economy and not only the owner 
immediately affected. It is, lastly, a truism—confirmed to us by bitter expe- 
rience—that it is not only the houseowners or factory proprietors who are 
harmed when houses or factories are destroyed by bombs. As regards foreign 
economic relations this is particularly evident in the connection between foreign 


assets and foreign liabilities. In the balance of payments the yield of the foreign 


assets or the savings to the economy in foreign exchange payments resulting 
from these assets serve to meet, in part, obligations arising from foreign debts. 
Debts must be paid, and the German Federal Republic has explicitly under 
taken to pay the German debts. If in spite of this our foreign assets continue 
to be withheld from us, this leads not only to disturbances in the balance of 
payments but the State is furthermore burdened—in addition to its own debts 
with the obligation of granting assistance to debtors within the country whom 
it causes to pay their debts, and of indemnifying the owners of the forfeited 
foreign assets. And since a country like Germany must cultivate foreign 
economic relations and therefore possess foreign assets, the lost assets must 
be reconstituted. To this end, too, tax concessions and other assistance must 
be provided, quite apart from the fact that capital must be found for this pur- 
pose all over again which actually had been available already and is now lacking 
for other purposes. All this—the claims upon the State, i. e., upon the tax 
revenues, and the disturbances in the balance of payments—must be shouldered 
by the taxpayer and the general public. It is they who must find the necessary 
money and who suffer from the disturbances. In this case there are not any 
interested or noninterested parties but everyone is affected, which shows that 
private interests abroad of this type are at all times public interests as far as 
their protection and viability is concerned. 

In this is to be found the decisive objection against so-called small solutions 
where it is argued that one wants to return to the basis of law in general but 
would like to exclude the so-called corporation property from release because 
that was not, so to speak, of general economic or social interest. In most cases 
such discriminations are based from the start on an evidently erroneous con- 
clusion. Whether, for example, the I. G. Farben recover or not their foreign 
rights and foreign assets is fundamentally of minor importance to the enter- 
prise, let alone its management. The immediate effect of this question is seen 
in the value of the I. G. Farben share. As is known, this share was a very im- 
portant investment paper for the broad public, especially for the middle classes. 
It is these shareholders and not some big corporation who are damaged in 
this case, in addition to the economy and the taxpayers as a whole. The position 
is probably similar in respect of most of the so-called big corporations but even 
in cases where it might be different one will have to recognize at once that the 
treatment of such issues cannot be made to depend on how widely the shares 
of an enterprise are distributed or on other conditions of ownership. The de- 
cisive consideration must always remain the general economic and social im- 
portance of foreign trade and the principle that private property must not he 
identified with the State, neither actively nor passively. 

In the controversy on these matters the term “corporation property” is fre- 
quently used under another aspect, too, which is related to the position and 
function of the disputed property in the foreign economy. It is then claimed 
that this property is of such decisive importance to that economy that it could 
either not be left at all in private hands, or, at any rate, in foreign hands. 
Such disputes have nothing to do with war and the law of war. Let me mention 
the examples of Britain-Persia, United States-Guatemala and others. On the 
other hand no one will be able to assert seriously that in the case of German 
property in the United States, for example, such considerations could have 
played any part from the point of view of the American economy. These con- 
siderations, however. are advanced in the case of Austria which greatly occupies 
our attention at the moment and which is not a case arising from belligerency. 
The importance of German investments in Austria, especially after 1938, to the 
Austrian economy is not denied and it is not denied, either, that these invest- 
ments were beneficial in their effect. But the Austrians have their nationaliza- 
tion laws and wish to apply them. I am not prepared to dispute any state’s 
right to carry out nationalizations or other measures affecting property within 
its economy on grounds of economic or social policy. Under international law 
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the position in such cases is, incontestably, that foreigners must not be treated 
worse than the state’s own nationals. They must obtain the same indemnities 
and must be given the same recourse to law as is available to native citizens. 
One opinion in international law, for which there is the support of at least a 
majority of experts, has it that under international law expropriations of foreign 
assets without indemnity are not admissible even when the laws of the state 
permit such expropriation in respect of its own citizens. I believe that this 
view is absolutely compelling because if one departs from it it will be impossible 
in most cases to arrive at a satisfactory position, under international law, with 
regard to the arbitrary confiscation of foreign property. This applies in particn- 
lar when the possibility of expropriation without indemnity has been introduced 
in domestic legislation only after the foreign property has been established in 
that state. It must be said right away, however, that in the case of Austria 
this problem is not and cannot be the actual question in dispute. What comes 
to us as such a painful disappointment in the Austrian settlement is the fact 
that German property as such is being discriminated against, that is to say there 
is no question as to the economic functions of this property within the Austrian 
economy, as to which nationalization laws, what indemnity and which procedures 
should be applied to it. What has happened instead is that this property is 
affected simply because it is German property. That can no longer be regarded 
as the measure of economic policy, it smacks very much of the brutal law of 
the cold war, and cold war is a state of affairs which is altogether intolerable 
between ourselves and the Austrian people and state, in particular. Negotia- 
tions or disputes between states are one thing and private property is another. 
In our view there should be no small solution in this respect, either, and above 
all one should not commit here at least the deadly sin of mixing private property 
with state property. 

During the last few years, especially during the debate on the agreements 
concerning the defense community and on the Paris agreements, the German 
Bundestag has repeatedly considered the treatment of German foreign assets 
during and after the war. The considerations I have presented on the impor- 
tance of the problem from the viewpoint of economic and social standards and 
above all of civilization politics and ethics, have led to complete agreement in 
the matter. There were indeed differences as to the degree of emphasis with 
which this agreed opinion should be expressed. In this connection it may be 
said that the opposition was even less disposed than the Government majority 
to subordinate those political, ethical, and economic considerations to the topical 
foreign policy, i. e., to the treaty policy of the last 2 years. Even at the time of 
the London debt agreement the opposition pointed out that the assumption of the 
obligations arising from this agreement could not be approved if the treatment 
of foreign assets continued to be subject to the conditions obtaining them and 
emerging in the draft treaties—already available at that time—as a state of 
affairs to be acknowledged and accepted. With regard to both the EDC treaties 
and the Paris agreements the opposition contended that the failure to secure 
a modification of these provisions in the agreements was by itself a reason 
requiring the rejection of the agreements. As against this, the majority who 
were ready to approve the agreements confined themselves both in 1952 and 
1953 to presenting and explaining their point of view in resolutions. The 
resolution of December 5, 1952. clearly expresses the expectation that in fact no 
further reparation claims would be put forward, a point which calls for serious 
reflection in view of the fact that in the Austrian state treaty reference is made 
explicitly to the reparation provisions of the Potsdam agreement. Referring to 
the enactment of the debt agreement, the resolution also contains the request 
that the liquidation of German assets abroad be terminated and states that the 
seizure of private property for reparation purposes is not recognized as lawful. 
It should be mentioned that already in this resolution the attitude of Switzerland 
in this matter was welcomed as a valuable contribution to the restoration of 
orderly relations, founded on law, between the states. In spite of such repre- 
sentations and decisions, exactly the same provisions remained—as is known— 
textually unchanged in the Paris agreements and were adopted once more when 
these agreements were passed. A new resolution by the German Bundestag of 
February 27, 1955, that is to say the day on which these provisions were adopted 
a second time, gives voice to the profound disappointment felt about this fact 
and again expresses a number of expectations not a single one of which can be 
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said to have since come any nearer realization. Everyone knows that there 
are deep-seated differences of opinion between the opposition and the Govern 
ment majority on the question whether the policy with regard to the agreements 
pursued by the Federal Chancellor and his majority is expedient and admissible 
At any rate, one might make some rather somber observations on reading the 
words spoken by our colleague and friend in the Bundestag Pfleiderer to motivate 
the draft of that resolution: “The question is much more serious over here than 
people think over there. If Herr Abs is defeated, General Gruenther loses a 
battle.” 

Perhaps the most shocking aspect of these arrangements is that even within 
the kind of sovereignty which is now conceded to us as Federal Republic under 
the agreements direct negotiations with states which are or might be of good 
will, are restricted and in practice forbidden. This is clearly a case of bad 
conscience. 

The Austrian settlement, as it now confronts us in the Austrian state treaty, 
is undoubtedly a severe disappointment, if for no other reason than that we 
encounter here the ghost of the Potsdam agreement as a factor in contemporary 
politics. It seems pointless to me to expatiate on the question of responsibility 
for this. The paths have become tortuous and, furthermore, once a blank 
check has been issued, it is always difficult to say with whom to be cross when 
the check actually is presented. It is certain that Russia has safeguarded her 
interests. It is also certain that some Austrian designs have been given effect 
But the mere fact that purely in terms of figures, we find here again the very 
ideas which a certain tendency in American policy wants to offer as small solu 
tion shows that in these quarters, too, there was felt the need for confirmation 
or for an alibi. From our point of view we should look upon it as a positive 
feature that quite a number of doubtful questions have remained opened. A 
more detailed examination of the state treaty and of the time limits laid down in 
it suggests that one should take one’s time in the discussion and solution of 
these doubtful matters rather than hurry anything. When it is stated on the 
Austrian side that one might still talk about a number of questions one should 
not in any case ignore this. In the relationship of two countries with such 
close historic and traditional links as Austria and Germany disputes about 
property matters have a different significance from disputes about certain prop- 
erty rights of British companies in Persia or American companies in Gua- 
temala. Negotiations must take into account this fact as well as the well- 
considered mutual interests, but under no circumstances should one side or the 
other begin to enumerate to the other the possibilities, resulting from the close 
relationship and adjacency of the two peoples and economies, of exercising 
economic pressure, and there must be no recourse to such measures of pressure 
lest irreparable damage be done. The Austrian side, however, may be expected— 
and there is no reason why this expectation should not be fulfilled—that the 
opportunities left under the state treaty to exclusively Austrian, unfettered re 
sponsibility be made use of and exhausted not only loyally but also benevo- 
lently in spirit of cooperation. Private property must not be dragged into the 
settling of accounts in respect of state property and into the reciprocal claims 
and obligations of states. That would signify not only a flagrant success for 
totalitarian state concepts but would also poison mutual relations calamitously. 

To sum up and recapitulate: 

The Bundestag of this Federal Republic and all influential circles of this 
nation are agreed that the continuation of discriminatory measures against 
German private assets abroad cannot be regarded merely as action aimed only at 
the owners of these private assets but must be looked upon as action tending to 
exclude the entire German economy and those engaged in and dependent upon 
it from chances of progress in peaceful world economic developments—an exclu- 
sion which is intolerable for everyone in the nation also on social grounds. 
They are also agreed that such measures are based on a relapse into totalitarian 
state concepts which must be warded off not only in the German interest; and 
they are agreed that the principles of Western civilization and more particu- 
larly the achievements of the last century must be defended and preserved by 
all even where this appears inconvenient for certain limited interests including 
limited national interests. 
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STATEMENT OF HON. TOM CONNALLY, FORMER UNITED STATES 
SENATOR FROM THE STATE OF TEXAS 


Senator Connatiy. Thank you, Mr. Chairman. I want to thank 
the committee for the privilege of appearing before it this morning. 
I appear as a practicing lawyer here in Washington and in this matter 
I am associated with Mr. Parlin’s firm. 

I want to say in the beginning that I heartily approve and applaud 
the excellent statement made by Senator Capehart in his testimony 
which I heard at this time. 

I will be as brief as I can about what I have to say. It won't take 
long. 

Senator Jounston. Proceed. 

Senator Connatiy. Over the past 2 years I have discussed from 
time to time with Mr. Charles Parlin, who has just preceded me, what 
should be done by this Government about the return to its former Ger- 
man owners of their property seized during the course of World 
War Il. 

I was a member of the Foreign Relations Committee at the time 
when we returned to the Italian private owners the property similarly 
seized from them. Ever since I have felt that sooner or later we 
would have no choice, but to treat the German property owners on 
no less favorable basis than we treated the Italian property owners, 
because of the principles of our own jurisprudence, because of our 
own interests as international investors, and because of our own 


interests in binding the new free Germany to us as allies of the Western 
World. 


I observed the evolution of congressional policy with respect to the 
return of German property after the close of World War I. I re- 
member how remorselessly the logic of events convinced the Congresses 
of that time that whatever small and temporary advantages might be 
gained for a few particular American interests from the retention of 
enemy property these small advantages were far outweighed, so far as 
the public interest was concerned, by the larger danger to the Nation 


as a whole of a change in our long-held concept of international law 
that private property is inviolable from any seizure by any govern- 
ment without adequate compensation. Far more now than after 
World War I the need of our expanding economy to find investment 
abroad could be imperiled to a degree far beyond the small sums in- 
volved in alien property return, by putting us in a position where our 
Government could no longer assert and protect the inviolability of 
our own private-property investments abroad from seizures by foreign 
governments in peace as well as in war. 

With that conviction that sooner or later we would have to come to 
the same policy after World War IT as we came to after World War I, 
I have observed the legislative struggles of the last 4 or 5 years con- 
tending whether there should be a full return of this property or some 
kind of partial return such as is embodied in Senator Langer’s bill 
here or in the administration’s bill for returns of not more than $10,000 
to individual claimants only. That point was made very clear by the 
statement of Senator Capehart, who had visited these countries in the 
recent past. With this same conviction I have followed yesterday’s 
hearings and the presentation of the Government departments and Mr. 
Ginsburg’s very able statement for full return. 
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Let me say at the outset that I can understand why some would feel 
‘hat no return should be made of property to former enemies until 
«omehow from some source there should be provision made to com- 
pensate those of our own people who suffered damage from the same 
war. 

Also, I can understand as a former member of the Senate Finance 
Committee why administration officials struggling with the budget 

should be concerned with having to ask the Congress for an appro- 
priation to restore to a former enemy that portion of the seized prop- 
erty which has already dissipated ‘and cannot be returned in kind 
ind I can understand why a Budget Director, in a harrassed moment, 
would be tempted to press the State Department not to champion a 
full return policy which would require substantial appropriation out 
of the American taxpayer’s pocket to compensate German property 
owners. Mr. Ginsburg made a very cogent explanation of how that 

in be performed without the issuance of any proxies whatever. 

But as I have followed the testimony of yesterday and today it 
seems clear to me that with a little ingenuity, of which I am sure 
our own financial authorities and the German financial authorities 
ire capable, both this problem of the replacement of the value of the 
property already sold and the payment of war-damage claims of 
United States citizens can be managed without any current appro- 
priations out of United States taxes. 

Under these circumstances I cannot see what reason there can be 

vhy the German property should not be returned, as was the Italian 
property, or as nearly as possible in full with, of course, a reasonable 
adjustment for the administrative costs which this Government has 
ncurred over the last 15 years in preserving and administering this 
former enemy property. 

From the standpoint of generally accepted international law and 
our own continuous nation: fl policy throughout our history (until a 
moment of indecision after World War IT at that ill-starred Pots- 
dam Conference because of Russian reparations demands) full recog- 
nition of private property rights is the only course open to us. Re- 
publican Secretary of State Charles Evans Hughes stated this very 
clearly in 1923: 

\ confiscatory policy strikes not only at the interest of particular individ- 
nils but at the foundations of international intercourse, for it is only on the 
hasis of security of property, validly possessed under the laws existing at the 
time of its acquisition, that the conduct of activities in helpful cooperation, is 
possible * * * Rights acquired under its laws by citizens of another state (a 
state) is under an international obligation appropriately to recognize. It is 


the policy of the United States to support these fundamental principles (address, 
Philadelphia, November 23, 1923). 


Present Democratic Speaker Sam Rayburn, of Texas, spoke to the 
point in 1927, in opposing the very kind of limited return of alien 
property now proposed by the so-called administration bill: 


From the days of Hamilton and Jefferson and Marshall down to now every 
iman who had a reputation that extended beyond the community in which he 
lived * * * had (has) looked upon the question of confiscating of private prop- 
rty for the satisfaction of a public obligation with obloquy. That has been 
our policy. Every writer upon international law in America from that time 
to now who has been recognized as an authority has taken the position that 
the most savage doctrine ever announced by any people anywhere was that 
private property should be taken for the satisfaction of a public obligation 
(Congressional Record, vol. 69, p. 883, Dee. 20, 1927). 
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The Congress, in 1928, agreed with Mr. Rayburn and was unwilling 
to sanction the expropriation even of 20 percent of the property. 

Secretary Dulles himself, responding to questions at an earlier 
hearing of this subcommittee on the ethics and the wisdom of a limited 
return has indicated very clearly, in my opinion, that as a personal 
matter he would like to see the present Congress take the same atti. 
tude as the Congress took after World War I (hearings on S. 3423, 
83d Cong., 2d sess., p. 162) : 

I would think that in an era when we expect the American interests abroad 
American capital investments abroad, that it is wise for us to adhere ourselves 
strenuously to the highest standards of conduct in relation to those matters 
That puts us in a better position to call upon others to apply the same standards 

I believe that in doing so we enhanced our own prestige in the world and 
that it was good business from the standpoint of the United States to do it. I 
believe that the foreign policy of the United States should be conducted with 
a view to promoting the long-range interest of the United States, and I believe 
that it is in the interest of the United States to have a policy and stick to a 
policy which means that if foreigners invest their property in this country 
have interest in this country, have bank accounts here, insurance policies 


here, annuities here, things of that sort, they can be sure that it is a safe 
place in which to have them. 


In the long run, I believe it is in the interest of the United States to establish 
that kind of reputation, which we have had over many years. And I believe 
we get indirect benefits from such a policy which need to be weighed in the 
scales as against the immediate military cost to carry out such a policy. 

IT am personally confident that were Secretary Dulles and Mr. 
Robert Murphy free of other considerations pressed upon them by 
other departments, they would take the same position as Secretary 
Hughes and not endeavor to justify a compromise proposal that 
first recognizes the principle that private property seized in war 
should after the war be returned to the private owners, and then 
backtracks on that very principle by providing that only claims up 
to $10,000 and only claims of private individuals as distinguished 
from corporations will be recognized as private property. 

Corporate ownership happens to be the normal form of ownership 
in the significant international investment world of today. From the 
standpoint of foreign affairs I can see no advantage and only great dis- 
advantage to the United States in saying that private property ceases 
to have United States State Department concern against confiscation 
when it exceeds $10,000 or is in corporate form. 

None of us who follow foreign affairs can miss the fact that we are 
apparently now engaged in a great struggle of economic ideas to de- 
termine whether the development of other nations up to our own stand- 
ard of living shall be achieved through private investment and private 
management or by great state-owned developments along the lines 
adopted in Russia and Red China, 

Time and time again the present Republican administration has 
insisted that it wants future development, domestic and foreign, to be 
done by private investment if possible. The kind of industrial de- 
velopment the rest of the world is seeking is large scale development 
in transportation, power and manufacture. This kind of investment 
has to be corporate investments—no individual can take such risks. 

But if we want United States corporate funds to go abroad how can 
we ourselves proclaim a doctrine of discrimination in respect to 
foreign investment in this country that says large investment and 
corporate investment will not be protected from confiscation even 1n 
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this country on the same basis as small investments and individual 
investments. 

This is a signal to foreign governments with a confiscatory gleam in 
their eye that United States corporate investment abroad is a second 
class United States citizen so far as the protection of property from 
foreign government confiscation is concerned. And we have only to 
follow the recent discussions in the United Nations in which 
many nations have pressed their right to confiscate foreign invest- 
ment without compensation and without a right of protection by the 
covernment of the investor to sense how serious the danger of confisca- 
tion really is. The recent experience of the State Department with 
United States properties in Guatemala proves how real this danger is, 
In that case did the Department limit its protection to claims of in- 
dividuals under $10,000? 

The proposed aims of the administration in encouraging foreign 
investment abroad and the discrimination between kinds of invest- 
ment proposed in the so-called administration bill before this com 
mittee are hopelessly inconsistent. 

I could at least understand State Department support of the ad 
ministration bill on grounds of necessity if substantial appropriations 
were needed in an election year and the Budget Director said “No”! 
But, if, as has been suggested before this committee, full return to 

orporations as well as individuals can be effected without present 
ippropriation I cannot understand how the State Department can 
sponsor such a shortsighted discrimination. 

And of course what we are considering here runs deeper than any 
dollar valuation. 

The new German nation needs all the help we can give it now as the 
new Italian nation needed it in 1946. 

We owe it to new Germany to treat it as a full member of the family 
of nations entitled to respect under the principles of international 
law we have always applied to friendly nations—including the Italian 
nation. 

It needs the return of this dollar capital to help it bear the addi- 
tional economic costs of rearmament we are asking it to bear in partici- 
pating in NATO, and it needs this respect and help now to uphold the 
hands of our best friend in Germany, Chancellor Adenauer, who has 
specifically appealed for the return of this property because in his 
own judgment that return will be of significant importance in cement- 
ing the alliance between Germany and the West. 

The Congress is not bound, as Secretary Dulles himself has said, 
by what may have been expedient temporizing in earlier executive 
agreements, when the urgent need to bind Germany to the West and 
make its industry strong, were not so clear as—after Geneva—they 
are today. 

The Congress is free, after 15 years of observation, to do the right 
thing—and the wise thing—to return this German private property as 
nearly as possible in full so that some day foreign countries will not 
be making to American investors the same smug arguments of dis- 
crimination as are embodied in this administration bill with respect to 
(Germans who invested in this country before World War II. I am 
sure from what I have heard of the testimony here that ingenuity is 





192 RETURN OF CONFISCATED PROPERTY 


not lacking in the Judiciary Committee or in this subcommittee to 
combine the constructive ideas here advanced, in a workable bill which 
will enable the Congress of the United States to do the right and wise 
thing and effect a full return. 


CONCLUSION 


In conclusion these simple propositions seem self-evident to me 
from my experience. 

1. There 1s no doubt that Congress has the power to seize privately 
owned enemy property in time of war. The basis for this authority 
is that the Government has the right to seize enemy property to pre- 
vent its being used or employed by the enemy in the prosecution of 
war against our country. However, at the end of hostilities there is 
no necessity or justice in the retention of such property by confisca- 
tion. The property must, of course, bear the expense of any adminis- 
tration costs involved in its seizure and retention. At that time there 
is no necessity for the confiscation of such property without payment 
of just compensation to its owners who were allowed to invest in their 
property within our country. The question before this committee in- 
volves these propositions. 

2. Historically, the United States has not embraced or practiced the 
theory of confiscation of privately owned enemy property. The 
United States returned substantially all privately owned German 
property which had been seized during the First World War. The 
United States also returned Italian-owned assets after World War II. 
If it is just to return the property belonging to Italian nationals who 
were our enemies, why is it also not just to return private property be- 
longing to German nationals whose Government is now an ally of the 
United States by treaty ? 

3. Asa broad principle it may be said that private property may not 
lawfully be confiscated to discharge Government debts. The United 
States in this case seized the property and in good conscience and jus- 
tice the obligation to return the property or to compensate the owners 
rests upon the United States. 

4. No reparation agreement or other international agreement pro- 
hibits Congress from returning the property in kind or from compen- 
sating the former owners. 

5. It is my firm belief that payments from Germany under postwar 
economic agreements can be used in place of appropriations as a 
source of funds to compensate American war-damage claimants as 
well as German and Japanese property owners whose assets have been 
sold. Any bill reported by the committee should contain adequate 
language to effectuate such purpose. 

6. The United States is the great leader in behalf of international 
good will and peace. It is alien to such a concept to sanction confis- 
cation of privately owned property. In the enviable position which 
the United States occupies we should continue to stand in the future 
as we have in the past for the integrity of private property from con- 
fiscation or seizure. We shall deny to enemy countries the use of any 
of the properties or assets of these nationals situated in the United 
States for the prosecution of war against us. But, when there is no 
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war and no longer danger of the use of such resources a us, the 
rights of private owners should be respected in full and their property 
returned in kind if possible, and if that is not possible, the proceeds 
of sale should be paid to former owners. 

I want to add 1 or 2 words that are not in my written statement. 

Mr. Chairman, the discrimination between the individuals and cor- 
porations in which corporations are denied in administration deals 
any payment is rather remarkable. Who are corporations! The cor- 
porations are owned by the stockholders. Every stockholder has a 
certificate of ownership of certain shares or interest in that corpora- 
tion. I know of 1 corporation, I think they said that they had 16,000 
stockholders. Well, every one of those stockholders owns that prop- 
erty. He has an interest in that corporation, and to penalize the 
claim because it is a corporation discriminates against every stock 
holder, every private individual that owns a share of stock in that 
corporation. 

Now, there is one other suggestion I want to make. The United 
States is the leader of the free world in good will between nations 
and the preservation of peace. Let me suggest that we adopted the 
famous Marshall plan in which we granted millions and billions of 
dollars to help foreign countries and that we now still have an organi- 
zation granting foreign aid every year in the sum of several billion 
dollars. Now, Mr. Chairman, isn’t it rather remarkable that we 
should be voting these moneys out of the Treasury, not out of German 
war claims but out of the Treasury to foreign nations and yet now 
instead of returning this property to German nationals, we contra- 
dict ourselves in that by the return of this property, that claim of 
other countries for our generosity in the form of foreign aid would 
be reduced. It is rather remarkable that we should dish out our 
moneys to a lot of countries that did not aid us in the war and who are 
not now our allies and who are now not cooperating with us and pen- 
alize our friends in Japan—we have a treaty with Japan, a friendly 
treaty—and our friends in Germany, who is a member of NATO and 
who is part of the Western World and is standing like an iron wall 
against the encroachment of communism in East Germany, penalize 
them by refusing to hand back to them property of their own and 
which is their own, subject to our right of seizure in time of war to 
permit its use to our own Government, but which of necessity does 
not exist after war has ended and peace has been declared. 

I will be glad to answer any questions. 

Senator Jounston. Are there any questions you wish to ask the 
Senator ? 

Mr. Connatxy. I am glad to see unanimity with my statement. 

Senator JoHnston. We are glad to have you come before us, es- 
pecially one who has had a distinguished record as you have in the 
United States Senate and having been chairman of the Foreign Rela- 
tions Committee for many years. 

Mr. Connatiy. I am very grateful, Mr. Chairman. I regret I am 
not a member of your committee right now. 

Senator JouHnston. We have a statement of Senator Earle C. Clem- 
ents of Kentucky which he has asked to be put into the record. This 
will be inserted at this time. 

(The statement referred to follows :) 
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STATEMENT OF SENATOR EARLE ©. CLEMENTS IN CONNECTION WitH S. 1405 


Mr. Chairman and members of the committee, I have before your committee 
legislation in the form of a bill—S. 1405—an amendment to section 9 (a) of the 
Trading With the Enemy Act, dealing with the subject of the disposal by the 
Government of the seized former enemy properties vested during World War II. 

Aside from my interest with respect to the national welfare of the United States 
in this subject, my own State is concerned because the largest of the seized Ger- 
man companies or corporations, the General Aniline & Film Corp. was construct- 
ing and is now operating one plant in the State of Kentucky and is currently 
building another. And there are other vested companies who do business in 
our State. Consequently my constituents, as well as myself, have a legitimate 
concern as to what might happen if this company, for one, were returned to 
foreign ownership. Such manufacturing operations, employment, payrolls, taxes, 
and so forth are important, as I believe the members of this committee will agree, 
to each of our States. 

I felt much concern over the movement to return former enemy properties which 
according to agreements with our allies would be retained as a source of paying 
our own people war damage claims against enemy nations in lieu of reparations. 
I was immediately struck by the seeming inconsistency and injustice of proposals 
to abandon this plan. Proponents of the move however said that while we 
actually seized enemy property in the United States in 1917, we had returned it 
once the war was over, and we should do the same thing today. 

What I found in studying the background and history of this issue startled me. 

The Trading With the Enemy Act was passed in 1917 as part of our then battle 
for survival. As you know, it is the basic act which gives the United States 
authority to take enemy property into its possession. But let us proceed to the 
events of history. 

After World War I, reparations were imposed on Germany by the victorious 
Allies. As sort of security, it was decided that the Allies would retain all of the 
seized enemy property as a guarantee for the payment of the reparations. Our 
former enemies agreed to this retention. Such retention was directed by the 
Congress in a joint resolution passed July 2, 1921. This joint resolution became 
a part of the ‘Treaty of Berlin in August 1921, which actually ended the war 
between Genmany and the United States. Germany, among other things in the 
treaty, agreed to compensate its own nationals for the property taken by the 
United States. 

Shortly thereafter, the United States created the Mixed Claims Commission 
to adjudicate claims of United States citizens against Germany arising out of 
the war. No funds to pay awards were allocated to this Commission. 

In 1923, Congress passed the Winslow Act which authorized the return to 
enemy nationals their vested property up to a value of $10,000, legislation very 
similar to what is before this committee now. The Congress believed that the 
remaining assets would be enough to pay the Mixed Claims Commission awards. 

All this time, of course, like today, there were those who urged the Congress 
to return all of the property. Bowing somewhat to these requests the Congress 
enacted the War Claims Act of 1928. This allowed a return to our former enemies 
of 80 percent of their seized property. There was the pious hope the remaining 
20 percent would be enough to pay the claims of our citizens through the Mixed 
Claims Commission. About this time came the Dawes plan which screened down 
the reparations due from Germany. 

All of these plans, aimed at obtaining the proper payment of reparations, 
failed, and in 1930 the United States and Germany entered into a new debt 
refunding agreement. 

Under this new agreement, the United States was to receive, in lieu of repara- 
tions, 108 semiannual payments from Germany of approximately $1 million 
each. One year later Germany defaulted and in 1933 Congress stopped all further 
return to Germany under the War Claims Act of 1928. 

Besides the default on reparations, Germany had outstanding in principal and 
interest on December 31, 1950, on Dawes plan, Young plan bonds, and other 
loans about $258 million. In all, Germany's unpaid pre-1945 obligations to the 
United States and her allies, considering both private and public debt, was in 
excess of $114 billion. United States aid to Germany from 1945 until 1951 was 
in excess of $3 billion not including surplus property grants. Only 33.2 percent 
of this aid was in the form of loans. 
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So we end up with the rather unsound financial practice of the United States 
giving away the only thing that could be called collateral security, and making 
large loans as part of an attempt to obtain payment of these obligations. 

Just as Germany did after World War 1, both Germany and Japan have now 
signed agreements that we and our allies should keep the enemy assets we seized 
in lieu of reparations and that they would make good to their own citizens for 
the losses they suffered. These properties are our only reparations, 

Yet here we are today, considering a return of this property less than 3 years 
later, and the German Government is urging such return. 

This time, the Congress has legislated that the vested funds from World War 
Il be applied to compensate our citizens who suffered war damage from our 
former enemies. These funds are spent. Anything we do here has got to come 
out of the pockets of all of us. I think the United States taxpayer took his 
beating on the subject after World War I. Let's not force him into paying 
another $225 million or more in added taxes now, which would be the minimum 
appropriation required to implement a return. 

On March 11, 1955, I introduced S. 1405 for the purpose of amending section 
9 (a) of the Trading With the Enemy Act so as to permit the sale of certain 
vested property despite the existence of a suit for its return. Section 9 (a) now 
provides that former owners of vested property who claim to be nonenemies may 
institute a suit in equity for the return of that property. The section enjoins 
the sale of the claimed property by the Attorney General pending the disposition 
of the suit. S. 1405 would permit the lifting of the injunction against the sale in 
cases in which the President, in time of war or national emergency, determines 
that the interest and welfare of the United States requires sale. In such cases 
the proceeds of the sale would be substituted as the subject of the section 9 (a) 
suit unless the plaintiff elected to waive the proceeds and claim just compen- 
sation. 

I introduced S. 1405 because I believe that the Government should be relieved 
of the administration and control under the Trading With the Enemy Act of 
substantial American going business enterprises, including in particular General 
Aniline & Film Corp. 

I might add that a bill similar in purpose to 8S. 1405 was introduced as early 
as 1949 and again in 1951 at the request of the then administration. I notice 
the present administration is sponsoring legislation virtually identical with 
S. 1405 as a part of a bill, S. 2227, to effect a return of vested property, as a 
matter of grace, up to a maximum of $10,000 per person. On August 4, 1954, I 
proposed similar partial return legislation in the 83d Congress. I have read 
the letter of the Secretary of State to the Vice President dated June 6, 1955, 
submitting the draft of S. 2227. It is my understanding from the Secretary's 
letter that the $10,000 program would result in full return to about 90 percent 
of the persons whose property was vested. This feature of S. 2227 will relieve 
the minds of those who are concerned that the former enemy nations involved 
will fail to compensate their own citizens for this loss of property. The fact that 
the program would not require appropriations is a matter of great importance 
to the Government and to the American taxpayer. 

As I indicated when this matter was before the 83d Congress, I would support 
legislation providing for a limited return of $10,000. 

A point that should be stressed is that under American management and 
know-how these former enemy companies now controlled by the Alien Property 
Custodian have multiplied in value many times. Moreover, some of these 
increased values represent new patents, improvements on seized patents and 
other technical advancements, which are important contributions to our defense 
program. 

I, therefore, urge that this committee give serious consideration to the legisla- 
tion I have introduced, or such legislation as would accomplish the objective 
which I have outlined. Such action would avoid high costs to the American 
taxpayer and once and for all, I sincerely hope, relieve the Government of this 
subject, which in its current status has been dragging on since the end of 
World War II. 

I am heartened by the fact that the West German Republic, our staunch ally, 
has accomplished so much in such a relatively short period of time in the 
way of recovering and surpassing its former productivity. Legislation amending 
Section 9 (a) of the Trading With the Enemy Act and providing a partial 
return as outlined above is a sound approach to be taken to this problem by 
the two nations and Allies concerned. 
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Senator JoHnston. Mr. George Riley. I understand he has a 
statement. 

We are getting pretty close to the lunch hour, and we would like 
to have a brief statement. 

Mr. Ritey. It is brief, and I appreciate the courtesy of your per- 
mitting me to present it. 


STATEMENT OF GEORGE D. RILEY, MEMBER, NATIONAL LEGIS- 
LATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Ritry. My name is George D. Riley. I am a member of the 
national legislative committee of the American Federation of Labor. 

I am here to present briefly the viewpoint of our union Local No. 
306, International Chemical Workers Union, AFL, Binghamton, 
N. Y., having 2,400 members employed by General Aniline & Film 
Corp. 

Local No. 306 reports its stand is endorsed by the International 
Chemical Workers Union. 

The position of local 306 is set forth by its President Donald 
Drummer who says that: 


Local No. 306, International Chemical Workers’ Union, A. F. of L., repre- 
senting over 2,000 workers in Ansco, a division of General Aniline & Film 


Corp., wishes to state its position in relation to the disposition of General Aniline 
& Film Corp. 


“We are definitely opposed to any sponsored bill, either in the Senate or 
House of Representatives, which would return General Aniline & Film to any 
alien interest. 


“We are definitely in favor of any measure, either in the Senate or House of 
Representatives, that would provide for the prompt and direct sale of General 
Aniline & Film to private American ownership. 


“On behalf of our people, we ask that you do everything you can to bring 
about a final settlement in favor of American interests as soon as possible.” 

I wish to make these remarks a part of the record of this com- 
mittee in relation to S. 995, S. 1405, and S. 2227. We have supported 
the General Aniline unions in respect to legislation for direct sale 
of General Aniline to private American sceaading since such actual 
legislation has been before the Congress. 

With those remarks, Mr. Chairman, I wish to thank you for your 
courtesy. 

Senator Jounston. We are very glad to have you come before us. 

Mr. Rutey. It was very kind of you. Thank you. 

Senator Jounston. We have a statement here, I believe, of Senator 
Hi. Alexander Smith of New Jersey. I ask that this be read into 
the record at this time, which will only take about 3 or 4 minutes. 


STATEMENT BY HON. H. ALEXANDER SMITH, UNITED STATES 
SENATOR FROM THE STATE OF NEW JERSEY 


Mr. Smirn (as read by Mr. Smithey). Mr. Chairman and mem- 
bers of the committee, I appreciate the opportunity extended to me 
by your committee to express briefly my views on 8. 2227 which is 
before you. 

S. 2227, which was introduced last June by Senator Kilgore at 
the request of the administration, is a comprehensive bill which I 
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believe includes very adequately all the necessary changes in the 
Trading With the Enemy Act. 

In 1953, I introduced with my colleague, Senator Robert C. Hen- 
drickson, S. 2171. The purpose of our bill was to remove the United 
states Government from the supervision and control of various im- 
portant business enterprises vested under the Trading With the Enemy 
\ct and presently covered by the injunctive provisions of that act. 

I am happy to note that section 4 of S. 2227, which is before you, 
is identical with S. 2171. Section 4 provides in certain cases for the 
removal of the present injunction in section 9 (a) of the Trading With 
the Enemy Act against the sale of vested property during the pend- 
ency of a suit for return of the property. A sale of any such property 
would be authorized after a determination by the President, in time 
of war or national emergency, that the interest and welfare of the 
United States requires the sale. The proceeds of sale or, at the election 
of the plaintiff, just compensation as intewndinal by the court, would be 
substituted as the subject matter of the suit. 

One of the business enterprises which would be affected by this 
legislation is the General Aniline & Film Corp. which has a large plant 
in my State of New Jersey. The second largest producer of shine 
sraphic materials in the United States, General Aniline employs over 
5.000 people. Its plants in New Jersey and elsewhere indirectly affect 
the welfare of many more thousands. As with similar companies, 
General Aniline must maintain its freedom of action or eventually be 
outstripped by its competitors. I am convinced that continued Gov- 
ernment control of this business—as with almost any business—im- 
pedes its growth and progress and this also is detrimental to the wel- 
fare of the people who are employed or are otherwise dependent on 
the company. 

I am aware that there is also before you legislation which would 
effect a general return of vested property to its former owners of record 
and by that means would transfer these firms to private ownership. 
I feel that such legislation would run counter to agreements which 
we have with our World War II allies not to return vested German 
properties. 

Secondly, it would require appropriations to replace the $225 million 
of vested German and Japanese assets used largely to pay the claims 
of our people, both military and civilian, who were mistreated by 
enemy sna during World War II. Needless to say, the appropria- 
tion of this sum would hamper our efforts to bring the F ‘edleral budget 
into balance. 

Third, the Federal Republic of Germany has agreed with the 
United States to compensate its nationals for their loss of assets 
vested by this Government. 

Fourth, a general return of vested assets would unjustly enrich 
former enemy concerns, many of which did everything possible to 
weaken the United States prior to World War II. The undeserved 
enrichment would result from the present enhanced value of a great 
many of the vested assets, or their proceeds, as compared with their 
prewar values. 

Although I am convinced for these reasons that a general return 
of vested property is unwarranted, I am aware that there are appeal- 
ing reasons of a humanitarian nature for benefiting former enemy 
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nationals who are in need as the result of the vesting action of this 
Government. The plight of these people was considered by the 
President and Chancellor Konrad Adenauer of Germany in their cor- 
respondence of July and August 1954. It is my understanding from 
the Secretary of State’s letter submitting S. 2227 to the Senate that 
the bill’s provisions for a return to individuals up to a maximum of 
$10,000 were drafted to carry out the “hardship” principle expressed 
by the President. I believe that the principle is meritorious. Fur 
thermore, I am impressed by the statement in Secretary of State 
Dulles’ letter that S. 2227 would result in a full return to 90 percent 
of the individuals whose assets were vested. ‘This widespread benefit 
would certainly contribute to continued friendly relations with Ger- 
many, Japan, and their people. Finally, I find S. 2227 particularly 
worthy of recommendation because no appropriations will be neees- 
sary to carry out its return provisions. 

My support of S. 2227 thus is based both on its proposal to permit 
the sale of certain vested businesses now prohibited by the Trading 
With the Enemy Act and on its proposal to effect a partial return of 
vested property for humanitarian reasons. I might add that al- 
though I have made no detailed study of the portion of S. 2227 re- 
lating to the compensation of certain American war-damage claim- 
ants against Germany, I am in sympathy with the plight of these claim- 
ants and believe that S. 2227 affords their best opportunity for com- 
pensation. 

In conclusion, I believe S. 2227, the administration bill, is a sound 
compromise which will correct many past injustices and which will 
not hamper or endanger American foreign- policy objectives, and | 
urge its approval by your committee and by the Congress. 

Again, I wish to express my thanks for this opportunity to state 
my views on thts important legislation. 

Senator Jonnston. I would like to’also state that Senator Smith 
wanted to testify and couldn’t be here and for that reason he sent 
his statement to us to be read in the record. 

Senator Clifford P. Case of New Jersey has indicated that he de- 
sires to submit a statement for the record. It will be inserted at this 
point. 

(The statement referred to follows :) 


UNITED STATES SENATE, 
Washington, D. C. December 9, 1955 
Hon. OLIN D. JOHNSTON, 

Chairman, Subcommittee on Trading With the Enemy Act, 

Senate Judiciary Committee, Washington, D. C. 


DEAR Mr. CHATRMAN: I appreciate the opportunity to add a few words to the 
testimony that has already been given to your committee in behalf of S. 2227. 

The matters dealt with in the bill have been, I know, the subject of long and 
earnest consideration within both the executive and legislative branches. They 
involve many difficult and technical questions which others, more qualified than 
I, have discussed in detail. But I would like to comment briefly on that provi- 
sion in the bill which would enable business enterprises held under and presently 
subject to the provisions of the Trading With the Enemy Act to be removed from 
United States Government supervision and control. 

I refer to section 4 of S. 2227 to amend the Trading With the Enemy Act so as 
to authorize sale of vested property during the processing of a suit for return 
of the property. 
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As the members of your committee are aware, one of the firms which would 
be affected by this provision is the General Aniline & Film Corp. General Aniline 
& Film Corp. is the second largest producer of photographic materials in the 
United States. It is an important component of the chemical industry and 
presently employs, I am informed, some 8,200 people who in 194 received some 
$39 million in wages and salary payments. One of its largest plants is located 
in New Jersey and the corporations status is therefore a matter of direct cor 
cern in my State. 

Everyone, I am sure, will agree that Government supervision and control are 
not generally conducive to the freedom of action and initiative required for 
healthy growth of a competitive enterprise. Both directors and employees of 
General Aniline & Film have many times expressed their concern over the 

njurious effects of long continuation of its present status. In today’s dynamic 
economy, no industrial corporation wants, or can long afford, merely to mark 
time. Both salaried personnel and wage earners naturally want assurances of 
continuity and reasonable job security. It is now many years that General 
Aniline & Film has been striving to operate in a highly competitive fleld under 
the handicap of Government control for an indefinite term. 

As I understand it, this particular provision of S. 2227 is not new. In 1955, 
Senator Smith and Senator Hendrickson, my colleague and my predecessor, intro 
duced a bill identical with section 4 in S. 2227. 3S. 1405, introduced by Senator 
Clements, embodies the same provision. As I understand it, the course set out 
in section 4 represents the well-considered views of the executive agencies directly 
concerned. Its operation is conditioned upon a determination by the President, 
n time of war or national emergency, that the interest and welfare of the United 
States requires the sale of property which under the Trading With the Enemy 
Act cannot now be disposed of because of the pendency of litigation. The section 
provides for protection of the interests of the claimants in the suit by allowing 
them the choice of the proceeds of sale or just compensation. 

In all the circumstances, these provisions appear ot me to afford a reasonable 
method for dealing with a long-standing and difficult problem. I am glad, there- 
fore, to associate myself with my colleague and other Senators in support of 
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Sincerely, 
CLirForD P. Case, 
United States Senator. 

Senator Jounston. I notice we have this afternoon about 12 people, 
and we only have 2 hours, so we are going to have to start limiting the 
people this afternoon so that no one person will take up all of the time 
and squeeze out all the other people. 

I notice the first on the list is Walter Germann. About how long 
will it take you ? 

Mr. GermMAnn. Less than half an hour, sir. 

Senator Jonnston. I notice Mr. Harry L. Derby is next on the list. 
How long will it take you ¢ 

Mr. Dersy. It depends, Mr. Chairman. 

Senator Jonnston. Well, it will have to depend, and we are going to 
have to cut these down. That is all there is to it. We can’t let one 
person squeeze out all the others, and we only havethisafternoon. You 
can wait and come back at another meeting if that suits you / 

Mr. Derpy. I am not suggesting I would. squeeze out anybody. 

Senator JoHnston. That is what it would mean in effect if you take 
too much time. That is what we are going to watch. We will put 
you last if you are long. 

Mr. Dersy. I would certainly be pleased to be just as brief as I pos 
sibly can to state the position I represent. 

Senator Jounston. You testified before. Could we take your testi- 
mony from before? Do you have anything new ¢ 
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Mr. Dersy. I have entirely different testimony I wish to introduce. 

Senator Jounston. What is the different status now than what you 
testified before? What is the different status of the situation ? 

Mr. Dersy. There are very many different things that happened 
since that time a year ago. 

Senator JoHnston. We will hear you sometime this afternoon then 
if it is going to take so long. 

[ notice John J. Wilson. How long will it take him ¢ 

Mr. Witson. Seven minutes. 

Senator Jounston. Dr. Herman A. Gray? 

Dr. Gray. Less than 10 minutes. 

Senator Jounston. Now, I notice we have here Louis Spitzer, an 
attorney. Is he here? 

That would be 1 of the 12 out. 

David Avram. 

Mr. Avram. Fifteen or twenty minutes. 

Senator Jounston. I thought you might be pretty brief. I am not 
trying to limit you, but I do want every one to have a chance to be 
heard. These that are long, we will put them last. That is the only 
way of stopping at four. Those people can come back. 

Frederick G. Richards. I don’t believe he is here. He may be here 
this afternoon. 

Paul LeBank, is he here ? 

Some of them may have gone to lunch. 

The next one says 15 minutes. 

Herbert A. Spenner ? 

Mr. Srenner. Fifteen minutes. 

Senator Jounston. Thurston Greene? 

Mr. Greene. Ten minutes, sir. 

Senator Jounsron. We are trying to find out how long they will 
take and these long ones we will put last. 

Lykes M. Boykin. 

Mr. Boyrxrn. Fifteen minutes, sir. 

Senator Jonnston. Who is the next one we have? Several of them 
yut on here 10 minutes, I notice. We have 5 that say 10 minutes. 
Biase may not be here. We want to give everyone that has requested 
to be heard a right to be heard. If there are any of you that are not 
heard at this time, we are going to have more hearings in the future 
and you can come back. 

I hate to limit anybody on a matter that is as important as is this 
matter. We want information, I know I do, in order to know what 
will be best to do, what will be the best for this country and the 
world as far as that is concerned. We are living in a troubled world 
today, and we have to take that into consideration in all of our 
activity. 

We will adjourn until a quarter of 2 to give us 15 more minutes. So 
come back at a quarter of 2. 

(Whereupon, at 12:35 p. m., the subcommittee recessed to reconvene 
at 1:45 p.m., of the same day.) 
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AFTERNOON SESSION 


Senator Jounston. Come to order, please. 


STATEMENT OF WALTER GERMANN, MANAGING DIRECTOR OF 
INTERHANDEL 


Senator Jounsron. I have seen you before. You appeared before 
committees previously, and knowing you as I do, I know you will be 
just as brief as you can. Of course, your statement will be about 30 
minutes. 

Mr. GerMAnn. Less than 30 minutes. 

Senator Jounston. So make it as brief as you can. 

We are certainly glad to have you with us, and I think you can give 
ls a Summation of the problem that we would like to have. 

Mr. GerMANN. Mr. Sletten my name is Walter Germann. 

I am the managing director of Interhandel, the Swiss corporation 
which owns approximately 90 percent of the stock of General Aniline 
& Film Corp. I have been manager of Interhandel since 1945. 

When I last had the pleasure of testifying before this subcommittee 
on July 20, 1953, I gave the history of Interhandel and described in full 
detail the circumstances unde which, in 1928 and 1929, Interhandel 
acquired the property which is now General Aniline & Film Corp. 
For those details, I respectfully refer the subcommittee to the record 
of that hearing. Of course, I will be glad to answer any questions right 
now as I go along in my statement. 

On behalf of Interhandel’s thousands of stockholders—the over- 
whelming majority of whom are Swiss, American, British, Dutch, 
French, and Belgian citizens—let me say that I appreciate the oppor- 
tunity to appear again before this distinguished subcommittee to 
bring you up to date on developments in Interhandel’s effort to vindi- 
cate its rights and recover its property in the United States. 

This property was seized by the Alien Property Custodian in 1942 
and 1943 under the erroneous impression that Interhandel was domi- 
nated by German interests. It has been held ever since, in contra- 
vention of international law. 

As a Swiss citizen and a friend of the United States, I am naturally 
interested in any problem which hinders the normal development of 
increasingly cordial relations between our two countries. 

Having been trained as a lawyer myself, I am especially concerned 
with protecting the rights of private property which, together with 
human rights of all kinds, constitute the strength of our western 
democratic civilization. 

More specifically, as the managing director of Interhandel, it is 
my desire and duty to present you with the facts about our corpora- 
tion and to tell you how we Swiss regard America’s seizure and reten- 
tion of our property. 

As you know General Aniline is the largest piece of property held 
by the Alien Property Office. The Interhandel lawsuit to recover this 
and other assets is one of the largest litigations in progress anywhere 
in the world. Interhandel is one of the largest investment corpora- 
tions in Switzerland and the vested property constitutes 80 percent of 
Interhandel’s assets. 
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Therefore, the attention of the people of Switzerland—and I think 
of many other people throughout the world who believe in the free- 
enterprise system and in the sanctity of private property—is focused 
on the hearings now being held by this subcommittee. 

Interhandel was thoroughly investigated on two occasions by the 
Swiss Compensation Office at the spec ific request of the United States 
Government. The Swiss Compensation Office—an agency for the 
Swiss Government—was and is recognized by the United States, Great 
Britain, and France under the W ashington aecord of 1946 as the com- 
petent authority for investigating German assets in Switzerland. 

The facts that I intend to state here have all been verified by the 
official findings of the Swiss Compensation Office. In making its 
findings the Compensation Office had access to all the documents lo- 

eated in Switzerland which are the subject of controversy in Inter- 
handel’s present lawsuit for recovery of our property. 

In 1948, the Swiss Authority of Review, the appellate body set up 
by the Washington accord, confirmed all the findings of the Compen- 
sation Office. The Allied Governments did not ‘appeal from this 
decision, although they had the right to do so. Therefore, according 
to international law, the controversy between Interhandel and the 
Alien Property Office is already res judicata—decided in favor of 
Interhandel. 

Here, then, are the facts about Interhandel. 

Publicly available information has disclosed beyond question that 
Interhandel has always been dominated chiefly by Swiss and American 
stockholders. The board of directors has always been predominantly 
Swiss. 

The preferred stock, which has a substantial voting power in Inter- 
handel, has been beneficially and actually owned by genuine Swiss 
citizens since the ear ly 1930’s. The preferred stock has been registered 
since the foundation of the company, and the whole history of its 
ownership is thus a matter of record. 

As for common stock owned by Germans, it never amounted at any 
time to more than a minority interest. 

Interhandel’s corporate setup was designed to prevent foreign pene- 
tration or domination, and our company has always succeeded in duis 
so, from the time it was founded—even during the difficult years be- 
fore World War IT. 

Interhandel has owned more than 90 percent of the stock of General 
Aniline & Film Corp. since the latter company was founded, and 
therefore our company has always had control of General Aniline. 
Although General Aniline used German licenses, patents, and supplies 
until the beginning of World War II, this never compromised Inter- 
handel’s ultimate and final authority over General Aniline. 

Far from serving as a cloak for German interests, Interhandel has 
always been perfec “tly open in any transactions it has had with Ger- 
mans. We paid a very substantial price—the equivalent of more than 
$50 million—for the properties which subsegently became General 
Aniline & Film Corp. 

Senator Jonnston. Have the stockholders received any dividends 
since it was taken over? 

Mr. Germann. No; the last dividend which Interhandel was able a 
pay was in 1941, prior to Pearl Harbor, and since our company wa 
not able to pay dividends due to the seizure of 80 percent of our ieunte. 
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The last and only important contractual relationship between Inter- 
handel and German interests was irrevocably terminated in June 
1940—a year and a half before Pearl Harbor. Let me stress that such 
relationship never at any time gave German interests either direct or 
indirect control over Interhandel. 

The international aspect of the Interhandel case which is particu- 
larly shocking to all citizens of Switzerland, myself included, is the 
fact that the United States is violating a solemn obligation in holding 
this property. The obligation I refer to stems from the Washington 
Accord of 1946. 

By the terms of the Washington accord, Switzerland turned over to 
the Allies 250 million Swiss francs. The Swiss also committed them- 
selves to block all German assets in Switzerland for disposal according 
to agreements with the Allies. The payment of 250 million Swiss 
francs settled the very involved gold claims concerning Allied coun- 
tries previously occupied by Germany. As its part of the Washington 
accord, the United States promised to release all Swiss assets in the 
United States. 

No one disputes that Switzerland has carried out the letter and 
spirit of the Washington accord. But, much to the surprise of the 
Swiss people, the United States has been strangely reluctant to live 
up to its commitments. Therefore, Interhandel was compelled to file 
suit in the United States Federal courts. 

When I last appeared before this subcommittee, our lawsuit for the 
return of our property had been going on for 5 years. It has now been 
going on for 7 years. 

I should point out that because our property was seized under spe- 
cial wartime powers, the burden of proof in our lawsuit is shifted 
to our shoulders in a manner that is contrary to American—and I may 
add to Swiss—principles of justice and fair play. 

We are being asked to prove a negative: That we were not domi- 
nated by German interests. Indeed, we were not so dominated and 
we can carry the burden of proof to that effect, unfair as it is, if 
only we can be disentangled from the web of technicalities which has 
thus far denied us the opportunity to prove our case in court. Prop- 
erly, of course, the Justice Department should have the burden of 
proving the domination which they allege once existed. 

Our efforts to bring our case to trial have encountered a whole 
series of obstacles. First, Justice Department lawyers demanded to 
see all of Interhandel’s records. They went to Switzerland and 
inspected our records, taking more than 70,000 microfilms. 

Then they demanded all the records of a Swiss bank with which 
Interhandel has done business for many years. This demand con- 
fliects with the provisions of Switzerland’s banking secrecy law. I am 
sure that the distinguished members of this subcommittee have heard 
many references to this banking secrecy law. 

Senator Lancer. You mean all of the records of the company be- 
tween the company and the bank? 

Mr. Germann. No, Senator, all of the records of the bank with 
the company were produced and offered for discovery in this country. 
What is meant here, and what creates the difficult problem is that 
the bank was ordered to produce also the records with their clients 
who had no relationship with Interhandel or any facets of this case. 
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Senator Lancer. You mean records of the third party or fourth 
party ¢ 

Mr. Germann. Nonrelated to this case in any form or fashion. 

Senator Lancer. Who demanded that ? 

Mr. Germann. That was demanded by Judge Laws’ order which was 
issued early in 1949, first upon a motion presented by the Justice 
Department for discovery, for the production of all of the documents 
of our corporation or subsidiaries and also of this bank, its subsidiaries, 
and all its clients. 

Senator Lancer. All its clients ? 

Mr. GerMann. All its clients. Mind you, there are clients in that 
picture, concerns of third allied countries, which have refused up 
to now to let the bank produce those records because they have no 
dealings with Interhandel. They are not interested in our problems. 

Mr. Woop. Does the Interhandel Corp. have control over any of the 
records which you have been ordered to produce and failed to produce ‘ 

Mr. GerMANN. No, sir; it is our firm statement that we have no 
control over this bank. 

Senator Jonnsron. Does the Justice Department claim that you 
have any control over it ? 

Mr. Germann. They claim that the relationship between the bank 
and Interhandel is so close that there might be some kind of a con- 
trol, but there was never a trial on that point. There was a prima 
facie finding of the judge when he made that original order, and never 
since could we have a day in court for that very question. 

Senator Lancer. You think it is just a general fishing expedition ‘ 

Mr. GerMann. Yes, sir; and it is worse than that, Senator. This 
I may call a pretext for creating a hurdle so that we cannot go to 
trial on the merits of our case. 

Senator Jounston. Proceed. 

Mr. GerMaAnn. This Swiss banking secrecy law imposes a confiden- 
tial relationship on bankers in regard to their depositors. Like deal- 
ings between ieien and patient, lawyer and client, or priest and 
parishioner, transactions between banker and depositor may not be 
disclosed by the banker under penalty of criminal action. 

Great significance is attached to this law in Switzerland. Inciden- 
tally, you may be interested to learn that the great majority of per- 
sons outside Switzerland who have been protected by the banking 
secrecy law are people who were oppressed under dictatorships 
throughout the world, including countries behind the Iron Curtain. 

To enable Interhandel to comply with the unprecedented demand 
confronting us, the Swiss Federal authorities have given their full 
cooperation within the framework of the banking secrecy law, enabling 
the bank in Switzerland to disclose all records of clients who would 
waive their rights to secrecy. 

We have already brought to the United States more than 63,000 of 
the bank’s documents, covering transactions between Interhandel and 
its officials and subsidiaries and the bank and its officials and also 
covering transactions between German interests and their officials and 
subsidiaries and the bank and its officials and its clients. 

The foregoing bank records have been offered to our opponents in 
the lawsuit, but they refuse to look at them, saying they must have al! 
the bank records or none. 
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Actually, they demand the records of all dealings of the bank with 
any and all clients whomsoever. Such records are not in the control 
of Interhandel. Many of the bank’s clients have consented to let us 
produce their records, but others have not yet done so. In any case, 
the demand for 100 percent of the bank’s records, without any show 
ing by the Alien Property Custodian of the necessity for them, is an 
absurdity. 

Senator Lancer. Does your company own this bank ¢ 

Mr. GeRMANN. No, sir. 

Senator Lancer. Do the stockholders ? 

Mr. GerMann. We had a minority interest prior to 1948, but we 
lave no control over the bank even under that contractual relationship. 

Senator Langer. Are any of the officers of your company officers of 
the bank ? 

Mr. GerMann. The one important partner of the bank happens to be 
a member of our board. 

Senator Lancer. What was that again ? 

Mr. GerMann. An important partner of the bank, which is a lim- 
ited partnership, happens to be a member of our board, of the board of 
Interhandel. 

Senator Lancer. It is on that theory that the Government—— 

Mr. GerMAnn. That is one of the theories on which the Alien Prop- 
erty Custodian bases its demand. 

Senator Langer. And what other theories has he besides that ? 

Mr. Germann. Because this bank happens to be one of the banks in 
which we have deposits; also, the bend is quite a substantial stock- 
holder in our company, but by far not a majority stockholder, for 
example. 

Senator Jounston. How many directors do you have of the bank? 

Mr. Germann. Pardon? 

Senator Jounston. How many directors do you have of the bank? 

Mr. GERMANN. Right now seven directors. 

Senator Jounston. How many directors, then, are also directors of 
Interhandel ? 

Mr. Germann. Pardon me, Senator, I think I misunderstood your 
first question. When I said seven directors, I meant to say that Inter- 
handel has seven directors. 

Senator Jonnston. How many of those seven are directors in the 
bank? 

Mr. Germann. There is only one member of our board who is in 
an important managing capacity in the bank. 

Senator Jounston. Is he a director of the bank ? 

Mr. German. No, because it is a private partnership. It is not a 
corporation. 

Senator Jounston. Nota corporation. 

Does he own a controlling interest in the bank ? 

Mr. GeRMANN. He does not own the controlling interest moneywise, 
but he has great management powers. 

Senator Jounston. Do they claim—that is, the Justice Depart- 
ment—that he has controlling interest in the bank ? 

Mr. Germann. In the bank he may be called as one of the very few 
controlling persons, but that does not give him the power to go against 
the Swiss law. 
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Senator Jounston. I understand that. 

Mr. Germann. He would make himself criminally liable. 

Senator Jounston. In that connection, between the 2 corporations, 
1, I believe, is a partnership and the other is a corporation ¢ 

Mr. GerMANN. Yes. 

The simple fact is that all the bank records concerning transactions 
of Interhandel and its subsidiaries have already been produced by us. 
The Alien Property Custodian has not been required to make a show- 
ing that ever ouhiaie that could reasonably be needed to defend against 
our claim is not available here and now. 

Nevertheless, the United States district court, relying on an ad- 
mittedly novel concept of law, dismissed Interhandel’s suit because 
we have not yet been able to make 100 percent production of the bank 
records, and the circuit court of appeals upheld the dismissal. 

Let me stress that the courts affirmatively found Interhandel’s com- 
plete good faith in its efforts to obtain these documents. We are con- 
tinuing our efforts to get still more of the bank records released to us, 
and meanwhile we are endeay oring to appeal the dismissal of our suit 
to the Supreme Court. 

Gentlemen, there have been assembled by the parties in our case 
so far the following: 23,000 documents by the Office of Alien Prop- 
erty from abroad and from this country; 70,000 microfilms of the 
records of my corporation; 63,000 of the Swiss bank records; and a 
number of depositions, one of which encompasses over 6,000 type- 
written pages. These are more papers than are involved in many 
hundreds of lawsuits put together. 

I wish it were possible for the distinguished Senators of this 
subcommittee, and their impartial staff experts, to conduct an exami- 
nation of those documents in order to independently ascertain the 
truth about Interhandel. 

You would find a documentary answer to many questions there, and 
the answer is that Interhandel is and always has been a Swiss corpo- 
ration chiefly dominated by Swiss and American stockholders. 

Senator Jonnston. Did you produce the stockholder’s names in your 
corporation ? 

Mr. Germann. Pardon me, Senator? 

Scnator Jounsron. Did you produce the names of the stockholders? 

Mr. Germann. I cannot say that we produced all of the names of 
our stockholders because there again we are running into some diff- 
culties. 

Senator Jonnston. Did you give a majority of them? 

Mr. Germann. I should say ‘that the majority of the stockholders 
today are known to the court and are in the court’s records. 

Senator Jonmnston. That is the stockholders that hold a majority 
of the corporate interest, is that right ? 

Mr. Gerwann. Yes, sir. I must qualify by saying not all because 
in the relevant years from 1942 until 1945 our stock was bearer shares. 
The shares were not registered, so it is very hard for us to find the 
identity of all of the people who were stockholders in those decisive 
years, 

Senator Lancer. How many stockholders do you have? 

Mr. Germann. We have over 3,000 stockholders. 
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Senator Lancer. How many names have they given to the United 
States Government / 

Mr. Germann. There should be on record now about 2,200 names. 

Senator Lancer. The rest, you don’t know who they are ‘ 

Mr. Germuann. The rest we don’t know. Some of ta have not 
consented in giving their names. 

Senator Jounston. What percentage of the common stock does that 
represent ¢ 

Mr. GerMann. You have, of course, to take into account the about 
65,000 shares which the Alien Property Custodian has received from 
General Aniline out of its portfolio as dividends declared by General 
Aniline. If you deduct those shares, you come down to 110,000 shares 
and out of that amount a solid majority is presently known to the 
court. 

Senator Jounston. Well, the stock they issued, they issued them 
to the stockholders, the stock dividends; didn’t they ? 

Mr. GerMANN. General Aniline did under the domination of the 
Alien Property Custodian. They declared as dividends shares of 
our stock. 

Senator Lancer. Can you give me any good reason why stockholders 
would object to having them know they are a stockholder in the 
bank ¢ 

Mr. GeRMANN. One reason, which might not be very appealing, 
is that the stockholder does not like any tax authorities ot 
of these records. 

Senator Lancer. You mean in this country ¢ 

Mr. GerMANN. In Switzerland. We have no tax problems in this 
country. 

Senator Lancer. You get tax problems in Switzerland, too ? 

Mr. GerMann. Yes, because there were quite some speculators who 
like to buy these shares in late years after the war and who like to 
have a capital gain, and those people, of course, try to stay away from 
disclosure. It is not a very happy picture, but it is a fact. 

Senator Lancer. What is the name of the bank? 

Mr. Germann. H. Sturgenegger and Cie. 

Senator Lancer. How long has this bank been organized ? 

Mr. Germann. This bank was or ganized in 1921. 

Senator Lancer. After this Aniline Co. was organized ? 

Mr. Germann. No; Aniline was or ganized in 1929. Our corpora- 
tion was created in 1928. The bank had been in existence for about 
10 years before Interhandel and General Aniline were created. 

May I go on, Senator? 

Senator Jounston. How did they know who to issue the stock to 
if they didn’t have all of the stockholders # 

Mr. GerMANN. Our system of share certificates is very different 
to the one you are used to here in the United States. For each share 
of stock we have a certificate, and that may change hands without 
being registered in the name of the new stoc kholder, and it m: Ly get 
away from the control of the corporation completely. I would com- 
pare it to a street certificate in this country, which may change hands 
before it is being registered again in a new name, but, as I say, every 
share of stock has its own certificate. We do not have a certificate 
for 300 shares or for 500 shares. Every share is represented by one 
sheet of paper. 


e uware 
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In view of all this evidence, I hope that the subcommittee can find 
a way to solve this tantalizing international problem. 

I sincerely feel that the United States should respect the interests 
of the thousands of stoekholders of Interhandel whose property has 
been withheld for almost 14 years. 

Ever since 1942, Interhandel has not been able to pay a single divi- 
dend on its common stock. In addition to holding our stock in 
General Aniline, the Alien Property Office also holds our cash in banks 
totaling almost $2 million, as well as dividends paid to the Alien 
Property Office by General Aniline in cash and in Interhandel’s stock. 

Meanwhile, our stockholders have seen their property limping 
behind the rate of development in the American chemical industry. 
They and their relatives and friends and the entire informed Swiss 
public are watching the attitude of the United States in this matter. 

Swiss public opinion regards the Interhandel case as vitally impor- 
tant for the maintenance of individual property rights, internationai 
law, and simply morality. If these principles had been observed, the 
clash of technicalities between American and Swiss law which arose in 
the United States District Court in Washington would never have 
occurred, 

Our feeling that Swiss rights and interests are being disregarded by 
the United States has been confirmed by statements of United States 
Government officials themselves. We Swiss are particularly surprised 
and shocked by the argument that the United States should retain 
General Aniline & Film Corp. because it is an important supplier to 
the American defense effort or because it would be in the national 
interest to place this company under American ownership. 

I would like to present you with a situation which I regard as a 
parallel to the Interhandel case, so that you can understand the Swiss 
point of view more clearly, I shall use the name of General Motors in 
this example because it is as well known in the United States as Inter- 
handel is in Switzerland, but everyone will understand that I have no 
intention of casting any reflection on that great company or of drawing 
it into our controversy. 

General Motors has a wholly owned subsidiary in Switzerland. 
This enterprise is very important as a supplier of automobiles to 
Switzerland. 

Let us suppose that Switzerland seized the General Motors plant— 
in a time of national peril—claiming that the seizure was needed to 
prevent any possible use of this property in a manner contrary to Swiss 
interests. Then suppose that the United States—after the peril was 
past—entered into an agreement with Switzerland for return of all 
American property in Switzerland. 

Next, suppose that Switzerland refused to live up to that agreement, 
but instead asked the United States to investigate General Motors for 
evidence that it was controlled by nationals of a country hostile to 
Switzerland. 

Suppose that the United States made two such official investigations 
and found that General Motors is and always has been an American 
corporation with a predominantly American board of directors, the 
vast majority of whose stockholders are nationals of countries tradi- 
tionally friendly to Switzerland. Suppose that these findings were 
confirmed by the highest appropriate tribunal in the United States. 
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Suppose that Switzerland had a right to appeal this decision to an 
nternational tribunal, failed to do so, but nevertheless continued to 
hold the property. 

What would General Motors do next? Probably they would sue in 
Switzerland for return of their property. 

Suppose the burden of proof were placed on General Motors. That 
is, they would have to prove they were not dominated by enemies of 
Switzerland, instead of Switzerland having to prove that they were 
so dominated. Suppose General Motors accepted this burden and 
opened all its records to investigators from Switzerland, permitting 
them to microfilm anything they pleased. 

Suppose Switzerland then demanded all of the records of the Du 
Pont family and the various corporations they control, because the 
Du Pont interests are large iochaabaees in General Motors. 

Suppose further that Switzerland demanded all the records of all 
the companies that deal with any Du Pont enterprises, even though 
it obviously would not be within the power of General Motors to 
supply such records. 

Suppose that until every one of these records were produced in 
Switzerland, General Motors were denied the right to go to court 
and attempt to prove its case. 

At the same time, suppose that Swiss Government officials were 
saying that the General Motors plant in Switzerland was essential 


to national defense and should be turned over to Swiss ownership. 

Suppose they recommended that this be done immediately, without 

even waiting for the outcome of the General Motors lawsuit. 
Senator Jounston. I notice your illustration brings out clearly 


what is good for General Motors is good for the United States. 

Mr. Germann. If you will imagine all these things, Mr. Chairman, 
[ think you would expect American public opinion to be greatly 
aroused against Switzerland. 

Well, Mr. Chairman, all these things are true—they are not imagi- 
nary at all. Only the shoe happens to be on the other foot. This 
is exactly the way that Interhandel has been treated by the United 
States. Naturally, the peope of Switzerland are greatly concerned 
and upset by this. 

Reflecting this public concern, the Swiss Government has repeatedly 
requested that the United States Government honor its treaty obli- 
gations, and the President of Switzerland has announced his full 
support of Interhandel’s claim, but their appeals have been in vain. 

Under these circumstances, I appeal to the sense of fairness of 
the American people to help Interhandel solve the problem in which 
we are innocently involved. 

Our real recourse is to this distinguished forum, in the hope that 
the elected representatives of the American people will right this 
wrong. 

I respectfully request the subcommittee to verify all my statements 
to its own satisfaction, and then to recommend legislation giving us 
the relief we deserve or to sponsor a fair and equitable administrative 
solution to this controversy. 

I think the distinguished Senators of the subcommittee will agree 
with me that anything which jeopardizes mutual trust and confidence 
between America, the strongest democracy in the world, and Switzer- 
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land, the oldest democracy in the world, undermines the moral soli- 
darity of free countries everywhere. 

Thank you for your courtesy and attention. I will be glad to answer 
any questions you may eare to ask. 

Senator Jonnston. Does anybody want to ask any questions? 

Mr. Incotpssy. Mr. Germann, on page 14, I notice you state at the 
bottom of the page: 

In addition to holding our stock in General Aniline, the Alien Property Office 
also holds our cash in banks totaling almost $2 million, as well as dividends paid 
to the Alien Property Office by General Aniline in cash and in Interhandel’s stock 

Isn’t General Aniline a subsidiary of Interhandel ? 

Mr. Germann. Well, it is 90 percent owned by Interhandel. It is 
not a 100 percent subsidiary. 

Mr. InGotpspy. Basically, though, it is a subsidiary ¢ 

Mr. GeERMANN. Yes. 

Mr. INcotpssy. By what authority does the subsidiary declare stock 
of the parent corporation? In other words, how does General Aniline 
hand out Interhandel’s stock ? 

Mr. GerMANN. It owned the stock. It held the stock in its port- 
folio, and by the power vested in the Alien Property Custodian. 

Mr. Incoupspy. It was an asset of General Aniline. 

Senator Jounsron. Are there any other questions ¢ 

I certainly thank you for coming before us. 


STATEMENT OF JOHN J. WILSON, LAW FIRM, WHITEFORD, HART, 
CARMODY & WILSON, ATTORNEYS FOR INTERHANDEL 


Mr. Chairman and Senator Langer, my name is John J. Wilson. 
I am a partner in the Washington, D. C., law firm of Whiteford, 
Hart, Carmody & Wilson. We are the attorneys for the Swiss in- 
vestment company, called Interhandel, in its litigation in the Federal 
courts growing out of the seizure of its 90 percent stock interest in 
General Aniline & Film Corp. under the Trading With the Enemy Act. 

I testified before this subcommittee both in 1953 and 1954, and 
shall not repeat what I then stated. I respectfully refer the chair- 
man and members of the subcommittee to the printed hearings. 

We have represented Interhandel since before its property was 
vested on February 16, 1942. In the handling of the case, we first 
dealt with the Office of Foreign Funds Control of the Treasury 
Department, then with the Alien Property Custodian when he was 
a direct agent of the President, and thereafter with the Department 
of Justice when the Attorney General became the successor to the 
Custodian. 

We are familiar with the contentions advanced by the various 
governmental agencies over the years, and with the evidence in the 
hands of the Department of Justice, as well as with the evidence which 
emanates from and is available to our side of the case. We do not 
believe that the United States Government is entitled to retain pos- 
session of the property which was vested from our client. I say this 
in full agreement with General Donovan, not only because of the 
Washington accord result and by reason of the evidence upon the 
merits of the litigation, but on the basis, as well, of the moral side 
of the matter. 
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Among other things, General Donovan has outlined for you the 
nternational situation. I should like first to orient the subcommittee 
regarding the litigation. 

Interhandel’s suit was filed in the district court here in October 
1948. There has been no trial upon the merits, but the case has been 
dismissed with prejudice by the district judge and he has been 
firmed by the circuit court of appeals. At the present time, we have 
pending in the Supreme Court a petition for a writ of certiorari to 
review that affirmance. The dismissal was entered in the following 
situation : 

Shortly after we filed suit, our client was ordered to open its own 
records for pretrial discovery by the Department of Justice, and was 
ilso ordered to produce the records of a Swiss private bank with which 
t had done business for many years. Our client produced substan- 
tially all its own records, but the Swiss Government—because of 
ts banking secrecy laws—would not permit the disclosure of the 
bank’s records. The Department of Justice accused Interhandel and 
the Swiss Government of collusion in bringing about the action of the 
Swiss Government, but the district judge exonerated our client of 
such a charge. 

Despite such exoneration, the district court ordered our action dis- 
missed because of the fact that the bank’s records could not be seen 
by the Department of Justice. New procedures were instituted in 
Switzerland, and 63,000 of the bank’s records were made available 
to the Custodian, but because these did not constitute all the bank’s 
records, the dismissal was made final and with prejudice. 

Thus, the question as to whether our client will lose its most valuable 
property hangs upon the thinnest kind of a technicality—a technicality 
that the district judge conceded was novel and which the circuit 
court of appeals affirmed without citing an American precedent 
even remotely in point. And, mind you, there is no judicial determi- 
nation anywhere that the property belongs to anyone other than 
the Swiss. 

[f the lower courts prevail here, the United States Government will 
be unjustly enriched by a vast sum under the pretext of war booty 
indeed, I would call it plunder. All of this will have been brought 
about in a setting (1) where the American Government has not 
performed its obligations under an international agreement, as pointed 
out by General Donovan; (2) where the Swiss owner of the property 
has been deprived of its day in court by a harsh and unique judicial 
(ecision; (3) where there is absolutely no showing whatsoever that 
the property belonged to an enemy of the United States; and (4) 
where the Swiss owner not only is entirely without fault, but is a 
national of a neutral nation which stands in Europe for what our 
country represents in the Western Hemisphere. 

Swiss neutrality is traditional and appreciated the world over. 
In a wartorn Europe it has repeatedly been a veritable sanctuary 
where belligerents stand upon some kind of equal footing. I qualify 
the phrase “equal footing” for there is no doubt that the Swiss people 
were overwhelmingly in favor of the Allies. It is now no secret 
that, strategically, the neutrality of Switzerland was a far greater 
ee to the western nations than if she had been an active 
aly. 
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And Switzerland was a financial and personal haven for man) 
thousands of European persecutees and refugees. Indeed, the very 
banking secrecy which is at the root of Interhandel’s troubles with 
the American courts afforded those poor souls an impregnable barrier 
against the relentless search of the Nazis for the hidden properties 
of their victims. 

Yet, Swiss neutrality is viewed in a dual light in this country. 
Where it works to our advantage, we gladly accept it. but where we 
wish to ignore it in favor of a special result, we do not hesitate to do 
so. I shall explain what I mean, but, first, let me point out that 
the charge that Interhandel was a cloak for German interests has, 
in our opinion, been exploded. As shown by witnesses who preceded 
me, the processes of the Washington Accord established the opposite; 
the Swiss Government has itself steadfastly perservered in behalf of 
the rights of its national, Interhandel; and official West German 
spokesmen have announced that their country has no right or claim 
to General Aniline & Film Corp. because it belongs to the Swiss. 
This leaves the United States Government only with an attack against 
the Swiss on the basis that they had no business dealings with the 
Germans during the war. 

Thus, I come back to the phase of Swiss neutrality which tli 
Americans, so far, have tried to reject, namely the freedom of a 
neutral to have business dealings with our enemy. Mind you, I do 
not refer to active collaboration with our enemy in its war effort, 
since, of course, such a thing means that the collaborator is not a 
neutral. I refer to ordinary business transactions, such as preserva- 
tion or disposal of a stock investment interest, and the like. 


It is not fair, I submit, Mr. Chairman, for our country to seize upon 
such transactions of a neutral as a means of disqualifying him from 
recovering his own property—a theory which is sought to be put forth 
by the Alien Property Custodian to justify its confiscation by the 
United States Government. 

That is the tragic dilemma in which our client is placed. Let us see 
how we Americans would feel if American ee erty were at stake. 

y 


Suppose Great Britain has been defeated ermany before we 
entered the war. Theoretically, we were then a neutral; at least, a 
nonbelligerent. Assume Germany had the same concept of alien 
property that is being urged upon the courts by the American Cus- 
todian. Up to Pearl Harbor, we surely carried on ordinary business 
transactions with the British. If Dunkirk had been the end of World 
War II, what would have become of American nationals’ property in 
Germany? Istherean American alive who would be willing to accept 
the idea that Germany could have confiscated that property? 
Obviously, the answer is “No.” 

Yet, that is the Interhandel situation today. It is a pretty high 
penalty that a citizen of a neutral Switzerland must suffer. The only 
safe course—in the eyes of the Alien Property Custodian—would have 
been an inconsistent and contradictory one: That is, for Switzerland 
to be neutral in the sense of a nonbelligerent, but not neutral in an eco- 
nomic or business way. That is hardly a feasible course of action for 
one who wishes not to take sides in a fight between others, and yet is 
dependent, by reason of proximity and lack of natural resources, upon 
surrounding nations for foodstuffs and other urgent necessities. 
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We say to you today, Mr. Chairman and Senator Langer, please 
help us to find a way to return Interhandel’s vested property to the 
Swiss. The Kilgore-Dirksen bill—S. 995—would do it because of its 
broad language, yet that bill is generally referred to as providing for 
the return of German and Japanese property. The Swiss do not wish 
to “ride in” on the coattails of a statute designed to ameliorate Ameri- 
can relationships with the Germans and Japanese. While I person 
ally feel that S. 995 should become the law in the United States, our 
position here today on behalf of our client, the Swiss company, Inter 
handel, is that its property should be returned to it because it is Swiss 
the property of a neutral; the property of a national of a friendly 
democracy older than our own; the property of an owner who is en- 
titled to get it back. 

Obviously, S. 2227, providing for the payment of up to $10,000 to 
individuals, does not solve the fundamental problems raised by our 
case. 

And as to section 4 of S. 2227, which has its twin in Senator Clement's 
bill, S. 1405, such legislation is patently unconstitutional. Former 
Senator Hendrickson offered a similar bill, S. 2171, in the last Con- 
gress, and the subcommittee has the benefit of our brief filed at that 
time to that effect. Members of the Senate Judiciary Committee have 
expressed doubt about the validity of such legislation, and the com- 
mittee, itself, steadfastly declined to report it out favorably to the 
Senate. 

Thank you very much for this opportunity to make this statement. 
I think I closed in 7 minutes, did I not? 

Senator Jounsron. You were pretty close to it. 

Any questions ? 

Senator Lancer. As I understand it, Mr. Chairman, he wants this 
committee to help him. 

Senator Jounston. What is that? 

Senator Lancer. As I understand Mr. Wilson, here, he wants this 
committee to help him. He offered some suggestions, is that right? 

Mr. Witson. Yes, sir. Give us back our property, Senator, we say. 

Senator Lancer. You want some help? 

Mr. Witson. Yes. We would like help. 

Senator Jounston. Any questions by anyone? 

Mr. Wuson. I started to say, your honor—Mr. Chairman. 1 
started to address you as your honor. Excuse me. 

I started to say I finished in 7 minutes because I recall last year 
when Mr. Derby testified, he made some very caustic and critical 
remarks of my client. If that develops here again, sir, may I have 
the privilege at least of asking the committee to give me the oppor- 
tunity to rebut / 

Senator Jounston. We will pass on that when we get to it. 

The next is Dr. Herman A. Gray. 


STATEMENT OF DR. HERMAN A. GRAY, AMERICAN JEWISH 
COMMITTEE 


My name is Herman A. Gray. I am appearing today on behalf 
of the American Jewish Committee, in my capacity as a member of 
the executive board and of the foreign affairs committee of the 
American Jewish Committee. 
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I believe that the nature and objects of the American Jewish 
Committee are too well known to require any extensive statement 
here. It is sufficient to point out that the American Jewish Com- 
mittee was founded some 48 years ago, with the object of preventing 
the infraction of the civil and religious rights of Jews in any part 
of the world. It has from the date of its founding endeavored, in 
accordance with the statement in its charter, “to alleviate the conse- 
quence of persecution.” It has been ever mindful of both the duties 
and the privileges of American citizens, and it has cooperated with the 
United States Government in many ways which have jointly advanced 
the purposes of the Government of the United States and of the com- 
mittee. 

The matter to which I wish to address myself today arises specifi- 
cally in connection with certain of the provisions of title II of S. 
299%, the so-called administration bill, which is one of the bills 
before this sub-committee. Although I shall yropose an amendment 
directed to the provision of S. 2997, the substance of my amend- 
ment would apply as well to any legislation which may be enacted 
by the Congress of the United States which would deal with the 
claims of American nationals arising out of or in relation to the war. 
In essence, what I wish to propose on behalf of the American Jewish 
Committee is that persons who have recently acquired American citi- 
zenship, and who were persecuted during or before the period of the 
war, should be treated on a basis of equality with other American 
citizens, insofar as claims comprehended by the legislation in ques- 
tion may be concerned. 

The proposal which I urge upon the subcommittee is incorporated 
in the following language: 


Amend title II, section 201, of S. 2227, as follows: 


mam l, 


“See. 201. As used in this title, the term or terms * * * (¢) the term 
‘national of the United States’ includes (1) persons who are citizens of the 
United States [and] (2) persons, citizens of the United States as of the effec- 
tive date of this Act, who, if they were nationals of an enemy country, would 
be qualified for return under the provisions of section 32. (a) of this Act, and 
(3) persons who, though not citizens of the United States, owe permanent 
allegiance to the United States. It does not include aliens.” 

The purpose of this proposed amendment is, I think, plain. It 
would make eligible to file claims under the legislation in question 
persons who have been regarded and treated as enemy by Germany or 
Japan during the war and who are citizens of the United States at the 
effective date of the legislation. 

By way of introduction, I might say that the American Jewish Com- 
mittee would be happy to see a ‘simpler amendment introduced, which 
would merely make the condition of eligibility be that the claimant is 
a citizen at the effective date of the act. We see, in fact, no substantia] 
reason for discriminating against persons who have ‘acquired their 
citizenship recently, when the question at issue is claims which arose 
out of persecution and out of wartime acts of our enemies. Nor do we 
know of any principles of international law which would prevent the 
United States, in enacting American legislation, from compensating 
all persons equally who are eligible claimants as of the effective date 
of the relevant legislation, without regard to the time when they ac- 
quired their American citizenship. 
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We recognize, however , that such an amendment would broaden the 
Ory of eligibility very substantially and that the funds which 
e b nited States proposes to appropr iate for such claims—the amount 
der S. 2227 is $100 million—might well be inadequate, were the 
itegory so greatly enlarged. In proposing the amendment which I 
ive described above, we have been mindful of this possibility and 
ive attempted to draft language which is based upon principles al 
ready embodied in legislation enacted by the Congress and approved 
the President of the United States. ‘That legislation has estab- 
shed that person who were treated as enemy by the enemies of the 
lnited States are to be accorded subst: intially the same rights as 
ens of the United States. That principle is embodied in such 
egislative enactments as the Trading With the Enemy Act, which in 
i6 was amended to provide for return of property to persons who, 
ile technically enemy nationals, were in fact tre: ated as enemies by 
Germany and Japan and by their satellites—— 

Senator Lancer. Are you referring to Yugoslavia / 

Dr. Gray. Not Y ugosl: avia. lam referring to the genuine satel- 

tes of Germany. 

Senator Lancer. Which one? 

Dr. Gray. It would hold true for Rumania and Czechoslovakia. 

Senator Lancer. You are eliminating Yugoslavia ? 

Dr. Gray. Yugoslavia is not covered by this proposal, as 1 under- 
stand it. 

And in various international acts and agreements, among them the 

‘aties of peace with Italy, Bulgaria, Hungary and Rumania, all of 
vhich were ratified by the Senate of the United States. 

Prior to 1946, the Trading With the Enemy Act did not provide for 
return of property other than to nationals of the United States, or to 
other nonenemy nationals. ‘The Congress decided, however, in amend- 

¢ the Trade With the Enemy Act in that year, that persecutees— 
persons who were persec uted and de »prived of their rights for political, 
racial or religious reasons—were to be entitled to return of properties 
vested by the Alien P roperty Custodian. That program has been in 
effect since 1946 and it has enabled many people, among them a large 
number of present citizens of the U nited States, to obtain return of 
their properties from the Alien Property Custodian. 

Similarly, when the treaties with the Axis satellites were negotiated, 
the United States insisted on the insertion of clauses which would 
Senet ae that persecutees had the same rights as United Nations na 

ionals—that is, nationals of any one of the United Nations. ‘This was 
iude particularly applicable to all claims with respect to damage to 
property. Thus, article 78 of the iveaty of peace with Italy, which is 
substantially identical with similar provisions in the other satellite 
treaties, provides for restoration of legal rights and interests in Italy 
of the United Nations and their nationals, for the nullification of 
measures of seizure and sequestration, for invalidation of transfers 
resulting from foree or duress, and for the restoration to good order 
of the property returned. Paragraph 4 (a) of article 78 states that 
here property cannot be returned or— 

here, as a result of the war, a United Nations national has suffered a loss 

’ reason of damage to property in Italy, he shall receive from the Italian 
overnment compensation in lira to the extent of two-thirds of the sum 


15 
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necessary, at the date of payment, to purchase similar property or to muke 
good the loss suffered. 
Paragraph 9 of article 78 provides that— 


the term “United Nations nationals” * * * includes all individuals, corporations 
or associations which, under the laws in force in Italy during the war, have 


been treated as enemy. 

A similar provision is also contained in article 25 of the state treaty 
with Austria. It will be noted that this provision is contained, there- 
fore, in a treaty with a liberated country, as well as in the treaties 
with the former enemy countries. 

Thus the United States has given direct rights with respect to 
property claims arising out of the war under the treaties of peace 
with Italy and the Balkan satellites to persons who were not United 
States nationals as of the time of the injury suffered by them or 
their property. This principle is clearly applicable to the claims which 
are here under discussion, particularly since it is suggested that eligi- 
bility be conditioned upon the possession of American citizenship 
as of the effective date of the legislation. A persecutee who was 
“treated as enemy” by our enemies during the war is regarded under 
the treaties which we have so far negotiated as a “United Nations 
national.” If he is also an American national as of the present time 
or as of the effective date of the proposed legislation—he should 
be given similar equality of treatment with other American nationals. 
There is no reason why the United States should have, as it did. 
guaranteed his treatment as a United Nations national under the 
treaties, only to withdraw such favorable treatment from him when 
the issue is remedial legislation in the United States. 

There are in fact reasons why such persons should be allowed to 
file claims under the proposed legislation in addition to those which 
motivated a decision in favor of their eligibility under the treaties. 
In one way or another the funds which will be made available for 
the claims which are contemplated in title II of S. 2227 (or under 
similar legislation) are funds which come directly or indirectly from 
the Treasury of the United States. S. 2227, for example, provides 
that $100 million will be paid into the German claims fund out of 
any payments received by the United States, through the Export- 
Import Bank or otherwise, from the Federal Republic of Germany 
under article 1 of the agreement between the United States and the 
Federal Republic of Germany regarding the settlement of the claim 
of the United States for postwar assistance to Germany. (This is 
the London agreement dated February 27, 1953.) Regardless of 
the earmarking of funds in this manner, it is clear that what is 
being done is to take funds which would otherwise go into the 
Treasury of the United States and to make them available for the 
special German claims fund. This means, in effect, that the present 
taxpayers of the United States are bearing the cost of this claims 
program. One hundred million dollars, which would otherwise be 
available generally for governmental purposes, upon congressional 
authorization will become available for the claims described in the 
legislation. Clearly, the burden is being met by present taxpayers 
in the United States. Among those taxpayers, of course, are the 
persons who would, if the amendment which the American Jewisli 
Committee recommends were adopted, become eligible claimants. 
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In this regard, the proposal made here is somewhat different from 
the similar proposal which has been made by the Washington coun 
se] of the American Jewish Committee, Mr. Rubin, in connection 
with the recently passed legislation regarding claims against the 
Balkan satellites. In those cases, the funds of the Balkan govern 
ments and of certain of their nationals were, pursuant to the treaties, 
utilized for American claims. In this case, what is being done is 
to take amounts which are due to the Treasury of the United States, 
and therefore are in equity owned equally by all citizens of the 
United States, and to use those funds for the claims described in 
the proposed legislation. 

('nder these circumstances, it is not merely those reasons which 
motivated the inclusion of article 78 in the treaty of peace with 
Italy and similar provisions in the other treaties, and not merely 
those reasons which motivated the Congress to amend the Trading 
With the Enemy Act to provide for return of vested properties to 
persecutees, which argue for the proposed amendment. In addition, 
it is the principle that when the United States takes funds out of 
the General Treasury of the United States for certain groups of 
‘aimants, it shall not discriminate between those claimants on the 
ground of whether they have recently or remotely become American 
citizens. In all equity and good conscience, persons who would be 
United Nations nationals under the treaties, and who are now Ameri- 
can citizens and taxpayers, are entitled to equality of treatment. 

Finally, I should point out that there is no rule or principle of 
international law which in any way conflicts with the amendment 
which I propose. We are here discussing American legislation, dis- 
posing of American funds on behalf of American claimants. We 
that is, the Congress and the President, acting in accordance with 
our Constitution—can deal with these matters in perfect freedom, 
subject always to those prine iples of equity as among citizens of the 
United States which that Constitution requires. 

| therefore respectfully urge upon this subcommittee that it fa- 
vorably consider the language which I have proposed. I have, of 
course, no vested interest in that particular language and another 
formula which would equally incorporate the principles of which 
I have spoken would be equally acceptable to the American Jewish 
Committee. It might be, for example, that language which referred 
to refugees within “the meaning of the Geneva Convention on Refu- 
gees, and who are now American citizens, would prove acceptable 
to the subcommittee. The language which I have proposed has been 
drafted so as to conform as closely as may be to present legislation 
now in effect in the United States which incorporates tests which 
have been administered easily over the course of the years. Other 
language might well be devised which would be qually appropriate 
or superior. “The basic point, however, is that those persons who were 
persecuted, who are regarded as United Nations nationals under the 
terms of the treaties to which we are already party, and who are 
now American citizens, should not be discriminated against in the 
allocation of funds whic th come out of the Treasury of the United 
States and in which, in all equity, they are entitled equally to par- 
ticipate. 
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Before I close, I should like to draw the committee’s attention to 
one other problem, which is of general interest to all American 
claimants. Under section 203 (a) of S, 2227 compensation is limited 
to claims which arose out of property damage or loss in Albania, 
Austria, Czechoslovakia, Germany, Greece, Poland, and—I am sorry, 
sir, also Yugoslavia. It is my understanding that the reason why 
losses in these countries are to be compensated is that these countries 
have no statutory provisions for compensation legislation to American 
nationals. Representations have been made to the American Jewish 
Committee that in point of fact the situation is no different in a 
number of other European countries which are, however, excluded 
under the terms of the bill as drafted. In a great many of these 
countries, there is in fact no compensation available for war damage 
to the property of Américan nationals—and when I use the term 
“American nationals” I, of course, refer hopefully to the definition 
which I have previously suggested. In many cases, countries not 
listed in section 203 (a) provide no effective compensation for war 
damage, so that the equality of treatment of American nationals is an 
equality in the sharing of nothing at all. In other cases, the compen- 
sation provided for is so inadequate as to be minuscule. In those 
cases, It would be our suggestion that it would be desirable to provide 
for compensation to American nationals with, however, adjustment 
for any compensation which may be received or due under awards 
made under foreign war damage claiins legislation. The administra- 
tive feasibility of “this kind of provision is indicated by the fact that 
it commonly occurs in other types of claims legislation. 

And one other word, and Iam through. We would like to endorse 

separate amendment to S. 2227 which would provide for a bulk 
settlement of the claims of restitution successor organizations for 
heirless property, of persons deprived of their life or liberty on racial, 
religicus, or political grounds. 

I ‘hope that these suggestions will meet with the committee’s and the 
Congress’s approval, and I thank the committee for its attencion. 

Senator Jounsron. Any questions ¢ 

Thank you very much. 

Senator Lancer. General Klein would like to make a part of his 
testimony that he gave heretofore a part of the rceord. 

Senator Jonnsron. I am familiar with the ao which General 
Klein submitted to the Senate early this year. It was indeed a sig- 
nificant contribution to constructive American thinking on foreign 
policy and he is to be commended for his patriotic eifort in this 
connection. The committee will indeed be happy to receive his testi- 
mony. 

(The statement referred to follows :) 


JERMAN GRIEVANCES 


The wartime confiscation by the United States Government of the property 


of private individuals of German nationality is the principal grievance which 
Coermans, alike ef high and low estate, voice against America. This state of 
mind is unchanged since my testimony before the Senate Judiciary Subcom- 
mittee to atmiend the Trading With the Enemy Act, whieh is included in the 
appendix to this report, to serve as a more extended discussion of the subject. 
An equitable resolution of this issue (with proper safeguards for our national 
security ) is urgently desirable in the interest of good will. 
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rwenty years ago I wrote an article, published in the Sunday Los Angeles 

mes of October 21, 1934, captioned “Will Death Destroy Their Empires 
article correctly predicted developments within the neat few years in 
empires ruled by Hitler, Mussolini, and Stalin In it I made reference 

» the fact that President Herbert Hoover correctly understood the cconomi 
d political situation of Germany and tried to stem the Nazi Party's rise 

power by granting Germany a moratorium of her war debts 

\s a result of this brief reference to the moratorium | was requested to 
repare a followup article, which I did. Its caption was “resident Hoover 
d Hindenturg Tried To Stop Hitler.’ I did considerable research for the 

rticle and had available to me important information not hitherto published 
The material thus assembled demonstrated not only Herbert Hoover's far- 
sighted statesmanship, but served to demonstrate clearly that political develop- 
led ments within any given country are influenced immeasurably by economi 
factors. This is a principle that must be kept in mind in dealing with the 


a problem of confiscated German assets and other economic factors. 


a Senator Lancer. Mr. Chairman, an old family friend by the name 
ion f Mr. Harry L.. Derby, of Montclair, N. J.—I asked for his testi 
not mony yesterday, and I wondered if we would hear from him a little 
while. 

an Senator Jonunsron. Let’s hear some of these shorter ones, first. 
sais Senator Lancer. I wanted to be certain Mr. Derby could be heard. 
He is an old friend of ours. 


War 


Lose 


ide Senator Jounston. Mr. A. Lewis Spitzer, has notified the Chair 
aaa that he will be unable to appear and would like his statement put in 
the record at this time. 

(The statement referred to follows:) 


ras 


STATEMENT OF A. L. SprTzer, New York, N. Y. 


yrse Iam an attorney practicing in New York City. My interest in alien property 

matters began in 1924, when the firm I was associated with represented do 

: mestic and foreign clients in such matters and American companies in claims 

for against Germany before the Mixed Claims Commissions. My statement is 

ial, prompted by American citizens I have represented for many years in indi 
vidual and corporate matters. 

the In returning vested property, certain provisions of S. 2227 and S. 95 should 
he combined, as follows : 

l. 1. The return of vested property to any one person should not be limited 
to $10,000 in value, as provided in S. 2227, but all of it should be returned 
to a person thereto entitled under the bill as provided as 8. 995, section 40 (a), 
less a fair percentage for the expenses of administration. 

2. The return should be made to the “record holder’ at the time of vesting 

as provided in 8S. 995. 

3. In ease of a gift of property to a citizen of the United States which 
failed for want of a Treasury license to validate the transfer, so that the 
property was vested, the return should be made to the intended donee. 

1 believe that our great democracy in its treatment of vested property can- 
not only afford to, but should by all means, stand on principle, both moral 
und ethieal, and give full recognition to the sanctity of private property. That 
calls for a return thereof, not as a matter of right, but of grace, to the former 
owners thereof except those guilty of war crimes or under Soviet or Com- 
munist domination. 

The principal reasons for returning vested property to former enemy owners, 
it seems to me, are (1) that the real purpose of vesting in the first instance 
was to immobilize enemy property during the war and render it unusable by or 
on behalf of the enemy, as has been generally stated by our courts, and as the 
war is over and that purpose served, it is just and proper that it be returned, 

- and (2) that confiscation of private property, even in time of war, is not a 
eam: principle of our great democracy, but inconsistent with and repugnant to all 
oer our moral and ethical principles and violative of the sanctity of private property, 
Ject. and we recognize that it should be returned as a matter of grace now that it can 
onal no longer be used against us, and (3) that as we resume friendly relations with 
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our former enemies the return of vested property would contribute greatly to 
the growth of democratic principles therein and their friendship for the West. 

if we are moved by any one of those reasons, all vested property, and not 
merely a part, should be returned, except, of course, to those former owners 
who were guilty of war crimes or are now behind the Iron Curtain or under 
Soviet or Communist domination and would therefore not enjoy private owner- 
ship thereof. There seems no reason in justice or propriety, or even expediency, 
why a return should be limited to $10,000, or why a person who owned vested 
property valued at $10,000 should receive back 100 percent of his property, 
and another person whose vested assets may amount to $100,000 should receive 
back only 10 pereent, just because he had greater means or greater confidence 
in American institutions and property. If confiscation is wrong, it is as wrong 
if only part is confiscated as if all. Either the principle behind the return of 
the property applies to all of his property, or to none. As custodians of the 
property, however, it would be entirely fair for us to deduct a certain per- 
centage of the value of the property to be returned, which would reimburse 
us for the cost of administration. 

However, whether the $10,000 limitation is kept or not, that provision in 
S. 995 should be added to S. 2227 at the end of the sentence on page 4, line 13, 
which appears at S. 995, page 2, lines 12 to 18, as follows: 

“In determining the ‘owner’, the record holding or title ownership as the case 
may be of such property at the time of vesting shall be conclusive and delivery, 
transfer, conveyance, or payment to such owner, or to the legal representative 
or successor thereof, shall operate to discharge the United States from plural 
liability in respect of the return provided for hereunder.” 

Not only would this reduce difficulties of administration and facilitate the 
return of vested property as the Office of Alien Property has the records as 
to such ownership, but it would be carrying out the intention of the former 
enemy owner as evidenced by his own acts. What he is entitled to in all justice 
is to be restored to the position he was in (status quo) at the time of vesting. 
As between the former enemy owner and the holder of record, other provisions 
of the bill provide for adjudication of the rights as between themselves, which 
should not permit administration to be complicated or protracted by a multiplicity 
of adverse claims. 

Similarly, to effectuate the intention of former enemy owners who made 
gifts of property to citizens of the United States which failed only because 
the Treasury Department did not grant a license validating the transfer as 
required by Executive order, there should be added to S. 995, page 2, line 14, 
after the word “conclusive”, or to S. 2227, page 4, line 13, with appropriate 
adjustments in language, “and in the case of property which was the sub- 
ject of a gift to a citizen of the United States, who is a natural person, which 
was complete except for the non-granting of a license validating same re- 
quired by law or Executive order the return thereof shall be made to the in- 
tended donee.” 

This would simply recognize and carry out the expressed intention of the 
former enemy owner, that the property be given absolutely to the intended 
donee, which was frustrated only for a reason beyond his control, and it 
would leave both parties where they would have been if the requirement 
of a license had not intervened to defeat the gift. A former enemy owner 
eannot now be heard to complain that it was not his real intention, but a 
fraudulent device, or that he has changed his mind. If in fact and law he is 
entitled to the property as between himself and the intended donee, he has 
appropriate remedies under other provisions of the bill. As to administra- 
tive expediency, there should be little, if any, difficulty as the Office of Alien 
Property or the Treasury has all the evidence of the gift in their files, for 
the proposed provision applies only where a license was applied for but not 
granted. 

Of course, the “German claims fund” provided for in title II of S. 2227 
would be very much smaller if the return of vested property is not limited 
in value. But again, if we are to be guided by principle, this should not 
stand in the way. Further, there is no reason why former enemy individuals 
should be charged with the burden of compensating injured citizens of this 
country for so-called war damage caused through no fault of their own. To 
charge former enemy governments or war criminals thereof, or to use the 
property of those now under Soviet or Communist domination for such pur- 
pose, would not be unjust or unfair, but it would be to penalize innocent 
individuals therefor. 
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It is therefore respectfully submitted that any bill for the return of vested 
yperty (1) should not limit the amount to be returned to a person and 
should provide the return be made to the record holder at the time of 
esting and (3) to the intended donee in case of a zift to a citizen of the 
United States which failed only for want of a Treasury license. In this way 
ibstantial justice would be done, high principle served, friendship for the 
West fostered, and completion of administration expedited. 


Senator Lancer. I have here a letter and statement from Mr. Louis 
Marhoefer, of Pittsburgh, Pa. I don’t know whether you want to 
ncorporate it or not. 

Senator Jounsron. That will be a part of the record. 

(The statement referred to follows:) 


\TEMENT OF LoUIS MARHOEFER, PRESIDENT, Botp BAKING CorP., CHAIRMAN, 
GERMAN Room COMMITTEE, UNIVERSITY OF PITTSBURGH 


\iy name is Louis Marhoefer. I have lived since 1923 in Pittsburgh, Pa., at 
125 Bethel Church Road, where I am president of the Bold Baking Corp. and 
hairman of the German room committee of the University of Pittsburgh 

For the last 3 years I have made 2 trips to various countries in Europe as 
special representative of the special subcommittee of the Committee of the 
judiciary, where I investigated certain matters in connection with our Refugee 
Relief Act. In these 3 years I spent about 7 weeks in Germany, where | had 
urious conferences with Chancellor Adenauer, Mr. Overlaender, Minister for 
Refugees, the Minister of Finance, and many other directors of Ministries, the 
Foreign Office of the Republic, and the States of Bavaria and Rheinlandpfalz. 
Vhile I always attempted to limit my conversations to matters pertaining to 
refugees and escapees, I do not recall a single meeting, official or private, in 
which not someone of these German officials asked me questions concerning the 
ventual return of the German private property, vested since 1945 with various 
igencies of our Government. Not only German officials of State or Federal 
Government, but every businessman with whom I came in contact seemed to 
have the same burning desire to discuss and debate this issue, even though not 
one of those to whom I talked had any private claim against this vested property. 
these discussions were usually so intensive that many times I reached the con- 
lusion that the return, and the speedy return of these properties has become 
a national obsession, and there is no doubt in my mind that tle final decisions 
made with respect to these properties by you, gentlemen of this subcommittee, 
and the eventual action of Congress, will be a decisive factor for millions of 
Germans, as to American intentions for good will toward them, and will, as 
nothing else will, determine their future attitude toward us. I must say this, 
sased on my observations knowing full well that only a few thousand direct 
laimants will be affected by your deliberations and final legal actions. 

The question before you is, of course, a strictly American affair, to some 
f you probably only a question of law and legality, and a question of self- 
interest, but to those to whom this question is one of national policy, a question 
whose altruistic solution may help to cement and strengthen our bands of friend- 
ship with our new allies, Germany and Japan, it may be of interest to know 
what the Germans and Japanese feel about this issue. I do not know what the 
Japanese think about it, but I do know from personal contact what the Ger- 
inans think about it and feel it my duty as an American citizen to inform you 
is to their thoughts, their hopes, and their expectations. The Germans feel that 
this vested private property should be returned to the former owners by America 
because they feel that America is so rich and the amount involved so small for 
American conditions that to retain it would be a miserly act. They feel this 
property or its equivalent in dollars should be returned because dollars are 
so sadly needed in their economy to help them reduce their dollar deficit result- 
ng from the continuous excess of American imports that must be paid in dollars, 
over German exports to America. 

When confronted with the question: “Why do you expect return of these pri- 
vate properties from America, when you don’t expect it from Holland, France, 
and Russia?” their answer is a simple one, “Holland and France are poor and 
we did a lot of damage there in the war; they probably need it. The Russians, 
well, they are just nothing but thieves and robbers anyway and nothing decent 
can be expected of them.” 
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Most of them faithfully believe that these properties will be returned by 
America, because to them America is one of the very few nations left that 
respects the sanctity of private property and they have convinced themselves 
that America will under no circumstances violate its historic position in this 
matter. Observing this universal expression of faith, I ask the question 
“Can we, without the gravest risks for our present world esteem and our 
future relations with our allies, destroy this faith?” 

Concerning the different classifications of property involved their arguments 
run about as follows: Legacies, insurances, trusts, or small bank amounts: 
These were usually created by our sons and daughters who emigrated to 
America and were made for the benefit of parents and relatives less for 
tunate than they were, and to retain them would be considered as a violation 
of a sacred trust and of filial devotion. 

With reference to industrial investments they maintain that these invest- 
ments brought money and in most cases specific and unique know-how to 
America and enriched its economy which benefited therefrom for the last 14 
years, in increased employment and enormous taxes. They feel that the 
properties or its cash equivalents should now be returned. With reference 
to accretions under American management their opinions seem to be som 
What divided. Some feel that all of it should be returned because the large 
war profits, were already reduced by the enormous war taxes and the net 
increase of surplus is materially not very much different from normal peace- 
time returns, especially when the devaluation of the dollar is put into the 
calculation, but many of those with whom I discussed this matter were of 
the opinion that they may not be entitled to all of it. They also argue this 
point: These investors in American industry were people who had faith in 
America and its industrial future, had faith in America as one of the few 
countries where private industry could prosper under freedom and an absence 
of governmental interference, and were made by people who were the real 
vood will ambassadors between America and Germany. Is it in our national! 
interest to antagonize this valuable group? 

With reference to objects of art and personal belongings, they are prompt 
to cite that even the Russians are now returning the stolen art treasures 
and that personal belongings should have been returned many vears ago. 

1 have tried to evaluate in many discussions the opinions of the Ameri- 
cans of German descent in this country about this grave question of the re- 
turn of vested private property of Germany. I believe their cumulative opinion 
is best expressed by a recent article in Steuben News, the house organ of 
the Steuben Society of America; it states: 

“When Secretary of State Dulles and Chancellor Adenauer signed this treaty 
in November, the following summary of the treaty was released by the State 
Department: ‘In brief, each of the two countries agree to accord to the 
other, treatment no less favorable than it accords its own citizens * * * en- 
dorses standards regarding the protection of persons, their property and in- 
terests that reflect the most enlightened principles, recognizes the need * * 
to stimulate the international movement of investment capital * * * ’ 

“Many observers in Washingon and elsewhere wonder how the United States 
Senate could ratify such a treaty which sets forth noble aims and purposes while 
we retain the proceeds of insurance policies, legacies, and other private prop- 
erty which many Germans feel we have stoten from them! 

“A simple statement in the pending treaty to the effect that the confiscated 
property and assets will be returned, as a unilateral act of good will, would 
prove our Government’s sincerity in signing this treaty, these observers feel.” 
Before your committee are a number of bills. I feel that the adoption of 
995 would bring about as fair and equitable a settlement of this tremen- 
dously involved and complex question as anyone could expect. The adoption 
would be in our biggest national interest, because it would heal a festering 
sore between us and our present allies, Germany and Japan, would reaffirm 
our historic positions as protector of the sanctity of private property, and 
prove to the entire world that when it comes to a principle, America forgets 
the dollar sign. 

Before you is also bill S. 2227. The acceptance or enactment in law of 
this bill will have a disastrous effect on our relations with Germany and 
probably Japan. It may save use a few million dollars, but it will destroy 
the faith of millions in America’s political morality. It will put the dollar 
mark on a principle that we held priceless and dear in all our history. 


8. 
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It will set a welcome example and serve as a sanctimonious excuse for 
ctators and governments of the future who will try to enrich their « 
hrough seizures and confiscations of foreign private property The reaction 
international investments will be catastrophic Investments which are cor 
<idered right now so very important to get the nations of the free wor 
ser together in friendship and mutual good will 
Can we say to the world, we respect the sanctity of private operty, but 
lv to the extent of $10,000, and retain our national self-respect or 
ud contidence of millions of people who still believe that this great ¢ 
f ours is still the land where fairness, justice, adherence to prineipl 
kind heart inspire our national decisions 


ountries 


STATEMENT OF HERBERT A. SPENNER, LAW FIRM OF WENGERT 
& SPENNER, MILWAUKEE, WIS. 


Mr. Srenner. Mr. Chairman and members of the committee, my 
name is Herbert A. Spenner. I am a member of the law firm of 
Wengert & Spenner, of Milwaukee, Wis. 

We represent numerous claimants: 

American citizens who are asserting War Damage Claims 
against Germany; 

2. German citizens who seek a return of their property now vested 
hy the United States. 

We represent claimants before the Office of Alien Property, the 
War Claims Commission, and the Foreign Claims Settlement Com 
mission. 

We are not here today, however, to argue specific cases in either 
category, but we desire to ap proach the whole problem from the 
veneral viewpoint, as lawyers interested in the proposed legislation. 

We agree with the fundamental principle of S. 2227 insofar as 
the principles of return to former enemy aliens and the indemnifica- 
tion of claims of American citizens are concerned. 

However, we do not think that the $10,000 limitations are justi- 
fiable or advisable. 

The American traditional respect for the sanctity of private prop- 
erty, a principle which has been consistently expressed by our fore- 
most statesmen and jurists, does not tolerate the concept of contis- 
cation of private property without just and speedy compensation. 

We do not think that the United States should set a precedent in 
confiscating private property without speedy and just compensation 
by setting an arbitrary $10,000 limitation for the return of the vested 
assets. Also, as to the $10,000 limitation concerning the war damage 
claims of the American citizens against Germany, no justification 
seems to be possible. The United States Government has allowed a full 
deduction for the war damage claims under section 127, old Internal 
Revenue Code, which worked to the advantage of the large business 
organizations. Those large business organizations were even able to 
revise their claims in accordance with those allowable deductions. 
(See War Claims Commission, Fourth Semiannual Report for the 
Period Ending September 13, 1951, p. 11.) 

W hy grant now only $10,000 to the relatively poor individual claim- 
ant citizen ? 

Under the Paris reparation agreement, the United States received 
funds, ships, and so forth, also ‘for the indemnification of American 
citizens, most of the ships were returned to Germany. No payments 
were made for the property damages of the United States citizens. 
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The fifth amendment of the Constitution also places an obligation o1 
the Government not to deprive or limit a citizen of his property rights 
without due process of law. 


Therefore a limited indemnification for loss of his property as pro- 
posed by S. 2227 necessarily results in a deprivation of property of 
American citizens without the process of law. 1 

No attempt was made to get indemnification from Germany for 
American war damage claims, even though Germany received over 
$3 billion as grants, will receive in the future many billions of dollars 
for rearmaments, and no one will deny that Germany is presently in 
such financial position, the best in all her history, to make cenaaes pay- 
ments to the United States for indemnification of American citizens, 
if properly asked for, as provided in the Bonn and Paris agreements. 
The last war was also bought to prevent Germany from harming 
foreign interest and not to perpetuate the damage to American 
citizens. 

Any payment requested of Germany for full compensation of Amer- 
ican citizens will also serve as a lesson for future aggressive ideas and 
act as a deterrent to a future war. 

The American citizen is the only one of the participants in the last 
World War who is without a remedy for his war damage claims. It 
is now up to Congress to correct this situation in not only providing 
for a return of the vested assets to the German individual citizens 
but also to provide for the indemnification of American citizens, 
suffering now many years, which should be the uppermost thought in 
the mind of Congress. 

In conclusion we think that of all bills introduced so far H. R. 5840 
and H. R. 6088 are best suited to solve the problem in a just and fair 
way, worthy of the American tradition, and the Senate committee is 
respectfully requested to consider those bills in arriving at an overall 
solution in conformity with the traditional American sense of justice 
and way of life. 

In closing I will now enumerate 20 specific objections to S. 2227, the 
most serious ones, in our opinion, and those which are discriminating 
directly against American citizens in specific form: 

1. Why provide for the return of vested assets the whole net amounts 
vested by the Office of Alien Property plus over $200 million out of 
surplus payments by Germany and only $100 million for indemnifica- 
tion of the United States citizens? (See secs. 41 and 202.) 

2. Why compensate former enemies for loss and interests and ac- 
cruals and citizens only for loss without interests and without accru- 
als? (See secs. 40 and 203.) 

3. Why return vested property to residents (which means any nat- 
ural person) with the exception of residents of Communist China, 
etc., and compensate citizens of the United States only if they were 
citizens at the time of the loss and filing of the claim? Why use for 
the benefit of former enemies the domicile principle (residence) and to 
the detriment of the United States citizen the old long-discarded 
nationality test for two pertinent dates? What about a United States 
citizen fighting with the United States Army in the war whose prop- 
erty was destroyed on September 1, 1944, and who became a citizen on 
September 2, 1944? 

4. Why did the Government allow a “taxpayer” (there is no na- 
tionality test for a taxpayer) with sufficient income to deduct under 
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ection 127 old IRC the full war damages and require for the small 
nvestor now in S. 2227 a nationality test, not required from the former 
enemy, and will give this small investor actually only $10,000 whereas 
the rich man and big corporations deducted their war losses without 
iny such restrictions‘ Is the rich man preferred by the Department 
of State? 

Why does the Department of State in its own press releases and 
n the Government bill provide for enough moneys to guarantee a 
$10,000 or a 90-percent return to former enemies per natural person 
and only provides for a $100 million fund for United States citizens, 
amounting to only one-fourth of the $390 million estimated loosely 
by the administration and which will, in effect, cert: ainly only pay 
$2,000 to the citizen versus $10,000 to the former enemy ! 

6. Why take 5 percent or $5 million from the $100 million graciously 
cranted for compensating rep oven citizens to a small degree for 
administration expenses over a 5-year period, thereby depriving the 
itizens even more? Why does it ma $1 million a year for the small 
Foreign Claims Settlement Commission? Why does it not ask the 
same amount from the former enemy owners! (See sec, 202, subsec, 
"): ) 

Why does the Department of State forget that the Nazi regime, 
alre dy in the preparation of the war, took measures before September 
1, 1939, when they we . ney to start the war, against American prop- 
erty to insure its use by the Nazi government for its war efforts; also 
that such cases are documented and submitted to the De ‘partment of 
State? Whereas it proposes a return of vested assets accrued to 
ie mer enemies before September 1, 1939 ¢ 

. Why deprive the American citizen of compensation for securi- 

ies, bonds and notes, personal property, etc., as enumerated in section 
0, subsection (a), whereas it proposes to return the same—for in- 
stance, works of art, securities, etc.—to the former enemy owner / 

9. Why propose the full return regardless of the $10,000 limitation 
of contracts for trademarks and trade names and the full return of 
those as such (subsec. 2, sec. 40) and denies the right of compensation 
for the United States citizen for so-called intangible property under 
section 204 (a), subsection (2). 

10. Why propose in section 40, subsection (c), to make a full return 
regardless of the $10,000 limitation and without deducting administra- 
tive expenses and taxes due by former enemy nonprofit organizations 
and denies the same favorable treatment to an American nonprofit 
organization or American citizens? 

11. Why does the Department of State allow the Federal Republic 
of Germany to tax American property located in Germany for the 
purpose of paying claims arising out of the war of German citizens 
to the extent of 50 percent of the tax value of the American property 
under the German equalization of burden law and does not require 
a reciprocal treatment of German property located in the United 
States for the purpose of acquiring funds to compensate claims of 
American citizens arising out of the war started by Germany? 

12. Why does the Department of State not tell the American people 
that the proposed return of the vested assets to the former enemy 
owners will result in a tax-free windfall to the former owners of a 
profit of approximately 500 to 800 percent generally? Or in other 
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words, a former enemy who gets $10,000 comprising all his vested in- 
terests in the United States of America would, had he kept his money 
in Germany, today under the law of his country have only $500 to a 
maximum of $5,000 ¢ 

Senator Lancer. Would you mind reading No. 11 again? 

(Thereupon, par. No. 11 was reread.) 

Senator Lancer. Have you read the treaty with Germany ¢ 

Mr. Srennen. I have read the treaty with Germany. 

Senator Lancer. It is your conclusion that that is true ? 

Mr. Srenner. That is true. The Bonn Treaty provides that since 
March 31 of this year, American property can be taxed at 50 percent 
of its value for the compensation of German citizens and their war 
claims. This is the so-called equalization of burden law. In other 
words, American property is taxed for compensating German citizens 
at the present time, but German property in this country is not taxed 
for compensating American citizens in this countr y. 

13. Why does “the Department of State not tell ‘the people that re- 
gardless of the windfall profit mentioned under No. 12 in many cases 
the return would result in an additional windfall out of accruals and 
appreciation to the former enemy owners of another maximum 2,000 
percent / 

14. Why does the Department of State in the light of Nos. 12 and 
13, propose only a $95 million fund ($100 million ‘less $5 million for 
administration expenses) which will guarantee only about $1,000 to 
the United States citizen whereas it provides for sufficient funds to 
guarantee the compensation of former enemy owners for at least 
ig 

Why discriminate against United States attorneys representing 
Uni ited States citizens in its criminal penalty provisions in section 215 
and does not propose the same criminal penalty provisions for United 
States attorneys representing former enemy owners? Are United 
States attorneys representing United States citizens worse attorneys 
than United States attorneys who represent former enemies? Those 
penal provisions are an insult against the bar. 

16. Why does the Department of State drive with the administra- 
tion for higher salaries and tries to limit United States attorneys to 
a fee of 10 percent for the representation of United States citizens, a 
fee commensurable with services rendered before World War I in the 
international law field, whereas United States attorneys representing 
former enemies can petition for higher fees than 10 percent even under 
5. 9297. 

Why deny the right of an American citizen in section 213 of 
S. 2227 of his constitutional right to have a judicial review of any 
administrative act of the Foreign Claims Settlement Commission and 
as also provided for by the Administrative Procedure Act. Why shall 
the Foreign Claims Settlement Commission be above the law and the 
Constitution ? 

18. Why does the Department of State want to give a right to defer 
payment of claims of United States citizens in section 211 (3) whereas 
no such restrictions apply to the payments of vested assets to former 
enemy owners ¢ 

19. Why does the Department of State want to diminish the awards 
to the U nited States citizen by the clause “or is entitled to receive 
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from any source” (what does it have in mind‘) when no such prov 
ons are made for the return of the vested property to former enen 
owners, Who are entitled, according to article 5, chapter VI, of the 
onvention on settlement of matters arising out of the war (Bor 
vreements of 1955) to full compensation by Crermal V. if they do not 
vet a return? If the same clause would be applied to the return of 
ested assets then no return would be hecessaly because either the 
former owners get their prope rty returned from the Lnited States 
they get compensation from their own country (Germany) as 
provided by the treaty. The United States citizen ts not in such a 
jortunate position to have two payers. Therefore, no excuse should 
be made in order to cut down his awards for any “amounts he is 
entitled to receive from any source.” Only actual payments by other 
“sources” should be credited (sec. 204 (b)). 

20. Has the Department of State taken into account 

(a) That the taxpayer of this country has paid to Germany ove 
$3.5 billion ? 

(4) That the United States Army in Germany uses many hundred 
millions of dollars every year of United States taxpayer money which 
flow into the Germany economy ¢ 

(c) That the United States taxpayer has paid and will have to pay 
many billions of dollars for German rearmament ¢ 

(7) That the Federal Republic of Germany is compensating its 
citizens to the tune of $18 billion at the rate of over $600 million a 
year already since 1948 4 

(e) That throughout the Marshall plan and the economic aid pro 
cram the United States has established the principle of indemnifying 
aliens with amounts determined and requested by such alens for war 
damages ¢ 

(f) Has the Department of State forgotten that the European 
countries have and are indemnifying their citizens out of this United 
States money for all damages, for instance, even such items as broken 
dishes and pocket lighters to the tune of many billions of dollars and 
that the paymaster, the United States taxpayer, is for all practical 
purposes the only one who has to pay the war claims of foreigners 
without getting relief himself‘ How, after 10 years 

Has the Department of State given fair and full consideration 
to H. R. 5840 and H. R. 6088? Both bills will give a fair and equi- 
table solution of claims of the United States taxpayer for claims 
arising out of the war out of funds on hand, at the same time they 
provide for an equitable return under protection of legal United 
States interest, of vested assets to former enemy owners, thereby dis- 
charging a duty of the United States toward the long neglected and 
damaged United States taxpayer and upholding the principle of non- 
violation of private property of the United States citizen and the 
foreigner as well. 

In concluding my testimony, Mr. Chairman, I might ask the privi- 
lege to submit in the record, without reading, a statement prepared 
by my colleague, Mr. Charles C. Pearce, an attorney and a specialist 
in international law problems, who has Po ont appropriate 
sections of H. R. 5840 which should be added to or included in S. 2227 
as revised. 

Senator Lancer. Mr. Pearce, would you be so kind as to brief No. 
11? 
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Mr. Pearce. I should be very happy to do it. 

Senator Lancer. I think he is wrong. 

Mr. Pearce. I shall ask Mr. Spenner to do that, and I shall be very 
happy to collaborate with him on it. We appreciate your questions. 

(The statement referred to follows :) 


‘ 


STATEMENT OF CHARLES C. PEARCE 


Mr. Chairman and members of the committee, my name is Charles C. Pearce. 
I am 2 member of the New York Bar and the District of Columbia Bar. I prac- 
ticed in New York City for approximately 20 years prior to the year 1938 and 
specialized in cases involving private international law, conflict of laws, and 
particularly foreign-exchange cases. In 1938 I came to Washington as special 
assistant to the Attorney General in the Antitrust Division and practiced in cases 
involving that Division for approximately 9 years. I entered private practice 
in Washington, D. C., in the year 1948. I have represented claimants who have 
sought the return of vested property from the Office of Alien Property. 

I now represent a substantial number of individual German claimants who are 
seeking the return of their property which was vested by the United States under 
the provisions of the Trading With the Enemy Act. I also represent a substan- 
tial number of claimants who are asserting war damage claiins against Germany. 

It is my desire to speak today in behalf of the provisions of H. R. 5840, a bill 
which was introduced on April 26, 1955 (84th Cong., 1st sess.) by Hon. Usher 
L. Burdick, Congressman from North Dakota. H. R. 5840 incorporates in sec- 
tions 40-47, inclusive, all of the provisions of S. 995 introduced jointly by Sena- 
tors Kilgore and Dirksen on February 8, 1955. However, sections 48—56, inclu- 
sive, of H. R. 5840 are new provisions providing for adjudication and payment 
of property damage claims of citizens or nationals of the United States, both 
natural and corporate, against Germany. The latter sections constitute, I be- 
lieve, the first legislative attempt since World War II to recognize and provide 
for the adjudication and payment of property damage claims against Germany 
asserted by citizens or nationals of the United States. 

I understand that it is Congressman Burdick’s intention to introduce a new 
version of H. R. 5840 at the forthcoming 2d session of the 84th Congress in 
January 1956. This new bill will be patterned after H. R. 5840 with present 
sections thereof, 48-56, intact. Section 40 of H. R. 5840 will be changed to 
provide only for return to natural persons and to forbid return of vested property 
even to natural persons if the vested property consists of stock of German cor- 
porations or German-controlled corporations. In this respect his new bill would 
rather closely follow the pattern of S. 2227 introduced on June 14, 1955, by 
Senator Kilgore. However, the new version of the Burdick bill will not limit 
the return to a natural person to the sum of $10,000. In my opinion there is no 
rhyme or reason to an arbitrary $10,000 limitation. You cannot do justice on 
a fractional or percentage basis, otherwise you are temporizing with the mora! 
principles involved. 

I am in favor of limiting the return of vested property to natural persons as 
provided in S. 2227 as by so doing you will have eliminated the many complex 
and controversial issues involved in return of German corporate properties. 

In my opinion, the return of vested German corporate properties should be 
dealt with in separate legislation. By eliminating these troublesome issues, as 
has been done in S. 2227, you will have squarely presented for congressional! 
decision the narrow issue as to whether we shall formally embark upon a policy 
of confiscation of private individual property of foreign citizens or restore the 
traditional and hallowed practice of nonconfiscation which has consistently dom- 
inated United States policy in the past in both war and peace. 

On July 26, 1954, the Senate Judiciary Committee reported out favorably 
to the Senate a bill known as 8. 3423. SS. 995 which is now before this commit- 
tee for consideration is identical with the provisions of former S. 3423. In 
its favorable written report to the Senate (No. 1982 of July 26, 1954) the Senate 
Judiciary Subcommittee, in its study of this matter of confiscation pointed out 
that “billions of dollars of American investments abroad and additional risk 
capital for the development of world markets is jeopardized by this policy of 
confiscation which sets an unfortunate precedent for similar action against our 
own investors by foreign sovereign government.” 

This contradictory and un-American policy of confiscation has, in the lan- 
guage of that Judiciary Committee report (p. 18) not only “plagued our own 
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tizenry with investments abroad” but “has occasioned ill feeling among those 
itions whose active assistance we now seek in repelling totalitarian aggres- 

nm.” The Judiciary Committee then concluded that this anomalous policy 
f supporting confiscation at home and condemning it abroad must be reversed 
nd a rule of reason substituted. 

We have proclaimed not once but many times and on many occasions during 
he cold war that Germany is considered to be a necessary part of our defense 
system and that Western Germany is in every respect our ally. It seems in- 
omprehensible therefore that we could treat Germans as enemies when simul- 

neously they are allies and as such may be called upon at any time to expend 
heir lives and property in defense of our common beliefs and principles 

According to a press release on the front page of the (Washington) Evening 
Star of August 10, 1954, Chancellor Adenauer’s letter of July 17, 1954, to Presi- 
lent Eisenhower made a special plea for restoration of property to German 
ndividuals suffering hardship due to the seizure of their small holdings 
n the form of pensions, life insurance policies, inheritances, and bank deposits 
un the United States. 

In his reply to this letter President Eisenhower said: “I am hopeful that 

may be possible to take some remedial action in such cases, and at the same 
me provide some measure of compensation to those American nationals who 

curred losses arising out of the war, with resultant hardship in many cases 
* In considering the problem of the vested assets, it is necessary, there 
fore, to take into account legitimate claims on the part of American citizens 
rising out of the war for which some provision should be made, if the original 
pproach is reversed.” 

The Burdick bill, H. R. 5840, thus effectuates the reciprocal views expressed 

’ both executives in that it grants appropriate relief of both classes of claim 
nuts, viz, to German individuals who are deprived of their propercy by con 

nued withholding thereof by the Office of Alien Property and it also gives 

irect and proper recognition as well to the class of legitimate claims on the 
irt of American citizens and nations who incurred substantial property losses 

Germany. 

As the War Claims Commission Study of War Claims Arising Out of World 
War II reveals (House Document No. 67, 83d Cong., Ist sess.) at page 122: 

“The underlying theory of a war-damage compensation program is * * * 
to discharge a moral obligation to the individual citizen who sustained a loss 
vhich, in equity and good conscience, the entire National should bear.” 

It is now over 10 years since the end of World War II and nothing whatever 
as been done by our Government to indemnify its citizens and nationals for 
these losses which the entire Nation should bear under the theory of eqnaliza 
ion of burdens as espoused by the War Claims Commission's exhaustive study 
f the subject (H. Doc. 67). 

By way of contrast, a very recent Commerce Department report shows that 
he United States has provided more than $51 billion in foreign aid in the past 
10 years. Of this total, $40 billion was in grants and the other $11 billion was 
n loans to other nations. Western European countries and their dependencies 
eceived about two-thirds of this, viz, $33,409,000,000. Of this latter figure 
*24.737,000,000 was in gifts. 

Further by way of contrast, every other foreign country affected by World 
‘Var II has set up programs for the indemnification of their own citizens for 
‘uch property damage losses. This list includes France, England, the Nether- 

nds, Belgium, Sweden, and others. For a detailed presentation of these pro- 
vrams reference is made to the Supplementary Report of the War Claims Com 

iission (H. Doe. 67, pp. 201-233). 

We submit, therefore, that it is time that some concern should be shown for 
the plight of the forgotten United States war-damage claimant. 

The provisions of the Burdick bill, H. R. 5840, sections 48 to 56, inclusive, are 
he provisions to which I wish to especially invite your attention, namely, those 
irovisions which provide for the payment in full of property damage claims of 
(nited States nationals. Here again you cannot compromise with the moral 
rinciples involved by fractional or piecemeal compensation as provided !y the 
$10,000 limitation on payment of such claims in section 211 (a) (3) of S. 2227. 
That is why the Burdick bill, H. R. 5840, which provides for the payment of such 
laims in full, is preferable. 

Furthermore, S. 2227 is ecriticizable because of its limitation of recovery to 
hose who were United States citizens at the time the loss or damage occurred 
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This limitation would eliminate many deserving claimants who fought valiantly 
for this country in World War II and who later became citizens. Thus H. R 
SS40 rightly provides for payment to those who are United States citizens as of 
the date of passage of the act. 


~ *h ben 


2227 does not make adequate provision for financing the payment of all war 
damage claims of United States nationals as it provides only for a fund of $100 
million to be set up out of the repayments of $1 billion which Germany has under 
taken to make under the London agreement dated February 27, 1953. We loaned 
Germany $3 billion for postwar recovery and summarily wrote off $2 billion of 
this debt. Germany has covenanted to repay, and is now repaying in semiannua 
installments, the balance of $1 billion owing and I know of no reason why this 
entire fund should not be utilized for the payment of such war damage Claims 
of United States nationals. The methods of financing of the payment of such 
claim are more adequately covered in H. R- 5840, section 54, as follows: 

(1) Moneys received or to be received by the United States of America from 
the Federal Republic of Germany under and pursuant to the London 
iments of February 27, 1953, providing for payment of 

(a) The sum of $1 billion in fixed semiannual installments for repayment 
of postwar economic assistance. 
(b) $203 million for surplus property furnished to Germany by the 

United States. 

(<2) 


(3) 


Agree 


Profits of the War Damage Corporation in the amount of $210,598 722.38. 


Monies received by the United States by way of reparations under the 
Paris agreement of January 14, 1946, in the sum of $27,717,380.57. 


(4) Out of prior appropriations by the Congress to the Foreign Operations 


Sdministration not actually expended or obligated at the date of passage of the 
act, such allocation not to exceed the sum of $1 billion. 

(5) Monies payable to the United States under any future treaty or agree 
inent between the United States and the Federal Republic of Germany or between 
the United States and any government of unified Germany. 

Any deficiency in the provision of the necessary funds from the above sources 
is to be taken care of by an express appropriation by the Congress for such 
purpose. This is in line with the recommendation made after exhaustive study 
by the War Claims Commission (IH. Doc. No. 67, 83d Cong., Ist sess., p. 184). 

Furthermore, H. R. 5840, the Burdick bill, properly provides in section 55 that 
the preperty damage claims of citizens or nationals of the United States shall 
be fully paid and compensated for in full upon the entry of final award or jud*- 
iuent and no payment shall be made on an installment basis or for a lesser amount 
than the full face amount of damages adjudicated in the final judgment or award. 

Another very important provision in the Burdick bill, H. R. 5840, in section 56, 
which provides that the program of payment of property Camage claims of 
United States cilizens shall be effectnated as rapidly as return of vested assets 
of nationals of Germany. ‘This is a wise provision inserted to prevent any 
German Government from later pleading inability to comply fully with its con- 
tractual obligations as to repayment of the $1 billion owing for postwar assist- 
ance. If any German Government realizes that any attempt on its part to relax 
or abrogate the express contractual terms of such agreement for repayment of 
postwar assistance would have a very deleterious and harmful effect on its 
own citizens by providing them only pro tanto return of their vested property 
it is not likely that any such attempted avoidance would be ventured. 


There are other provisions in H. R. 5840 which are worthy of comment and 
special consideration. 


It will be noted that section 48 provides that the property damage claims shal! 
be “fully paid and compensated for on a replacement cost basis as of the date 


of award or judgment therefor” (see similar provisions in the War Claims Act 


of 1948 as to property of religious organizations in the Philippines, H. Doce. 
67, p. 21), provided such property damage claims arose— 
(1) as a direct consequence of hostilities in World War ITI, or of conduct 
casually connected with the existence of such hostilities, or 
(2) as a consequence of confiscation, disposition, larceny or duress (with 
or without violence) by the forces or authorities of Germany or its allies 
or by their individual members or by any individual national or nationals 
of Germany or its allies (whether or not pursuant to orders), 
(3) as a consequence of nationalization (hereinafter defined) of such 
property of United States nationals without actual and adequate compensa- 
tion having been paid therefor to the owners of such property. 
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These first two categories of the bill are in conformity with the 

of the War Claims Settlement Commission which made 
of the subject in harmony with “the basic doctrine that 
war Claims legislation is the equalization of war burdens 
cord with economic policy of the United States with respect 
estments abroad.” (See H. Doc. 67, p. 115.) 
Section 48 (b) of H. R. 5840 contains provisions which will rests aims 
ridical persons such as corporations to those organized or incorporated unde 
e laws of the United States or of any State or Territory thereof and provid 
ther, and this is very important, that natural citizens or nationals of the 

ed States possessed bona fide beneficial ownership in excess of a 50 perce 
terest therein in the aggregate both as of the date when said property losses 
damage occurred and as of the date of passage of the act This was 
vent dummy or strike corporations being formed to reap benefits under anys 
ch act. 

H. R. 5840 also provides under section 48 (c¢c) that claims for taking b 
ionalization” shall be compensated. While this type of vim Was not 
med one which should be placed in the category of those for which compe 
ion should be paid by the study of the War Claims Settlement Commission 

i. Doc. 67, p. 1384) it was deemed appropriate to include such provision in this 
ct, for insofar as the party injured is concerned, that is the claimant who h 
fered the loss or damage, his loss is just us real as if it occurred by reason 

nationalization” as if it had occurred, as provided by section 48 (a), by 

son of “hostilities in World War II, or of conduct causally connected with 

e existence of such hostilities” such as uerial or artillery bombardment by the 
is or their allies or by the Allied Powers. 

However, | am prepared to agree with the study of the War Claims Commis 
on (H. Doe. No. 67, p. 182) that as a condition precedent to the receipt of 
y compensation, the claimant should be prepared to assign to the Governn 

the United States all rights of recovery against any and all persons an 
veraments by reason of the loss sustained. 

Other sections of H. R. 5840 which should be brought to the attention of th: 

omlmittee are sections 44 to 53 inclusive, providing for the use of the recent 
reated Foreign Claims Settlement Commission which was established und: 

Reorganization Plan No. 1 of 1954 and which became effective on July 1, 1954 

In transmitting Reorganization Plan No. 1 of 1954, President Eisenlhowe 
jainly indicated that the new Foreign Claims Settlement Commission (the 
ecal and statutory successor to the War Claims Commission of 1948 and the 
[fnternational Claims Commission of 1949) would be an ideal agency for the 
djudieation of claims such as those comprised in section 48 of tne Burdick bil 

The Foreign Claims Settlement Commission is required by section 51 of the 
Curdick bill to comply with certain procedural and equitable rules: 

“Sec. 51. (b) No evidence shall be received from the spoilators of lost prop 

ty unless the claimant consents in advance in writing 

“(c¢) The views of foreign governments shall not be solicited or received 

“(d) Full recognition shail be given to those fundamental equitable pri: 
ples which will insure the reasonableness and adequacy of compensation.” 

We believe that there are salutary provisions in the Burdick bill (sec. 51 
subdivisions (a), (b), (c), (d)) with respect to the manner in which this 
Commission shall perform its duties in adjudicating claims. These provisions 
vere inserted in a frank effort to meet the criticisms of claimants before that 
Commission in the so-called Yuvoslay claim cases who have protested that thy 
aims were unreasonably and improperly reduced in amount through the cor 
ideration by the Commission of evidence received or solicited from the spoila 

rs of the property or evidence received from the foreign government which 

id territorial jurisdiction of the property involved, and which for some reaso: 

other was interested in depreciating the amount of the claim and tin 
alue of the property damaged, destroyed, or lost. 

Section 52 of the Burdick bill wisely provides, we believe, for alternative 
ecal action in the United States District Court for the District of Columbi 
or in the Court of Claims if (1) a claim is not property processed within 1 year 
after filing or after passage of the act, whichever is the later, or (2) if the 
laimant is aggrieved by decision of, or denial of relief by, the Foreign Claims 
Settlement Commission. This will insure prompt adjudication of claims and 
relieve against possible arbitrary or unjust decisions on the part of the Com 
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mission. There is further provision for judicial review of the final decision, 
order or judgment of the District Court for the District of Columbia as is now 
provided under applicable law in the case of any other civil action in such 
court. 

Section 53 properly provides for an appeal from the decisions, awards, and 
orders of the Commission to the United States Court of Appeals for the District 
of Columbia. 

We regard these provisions as most important and as in line with the spirit 
and letter of the Administrative Procedure Act of 1946 (see sec. 1009 (a) of the 
Administrative Procedure Act). 

Mr. Justice Jackson, writing for the United States Supreme Court in U. 
S. v. Morton Salt Co. (338 U. S. 682 at 633, 644), a case involving the 
enforcement of a cease and desist order of the Federal Trade Commission, suc- 
«inctly expressed the rationale of this statutory provision for judicial review 
of adininistrative agency action: 

“To protect against mistaken or arbitrary orders, judicial review is pro- 
vided. * * ® 

* ca * * * * * 


“The Administrative Procedure Act was framed against a background of 
rapid expansion of the administrative process as a check upon administrators 
whose zeal might otherwise have carried them to excesses not contemplated 
in legislation creating their offices. It created safeguards even narrower than 
the constitutional ones, against arbitrary cfficial encroachment on private 
rights.” 

The extent to which the United States Government must function through 
administrative agencies is graphically pointed out by Judge G. Barrett Pretty- 
man, judge of the United States Court of Appeals for the District of Columbia Cir- 
cuit, in an article published in the issue of the Record of the Association of the 
Bar in the city of New York, volume 10, No. 5, pages 218-230, May 1955. Judge 
Prettyman is chairman of the President’s Conference on Administrative Pro- 
cedure. It seems that an advisory committee, composed of members and gen- 
eral counsel of administrative agencies, and practitioners of administrative 
law, had suggested to the President of the United States that he “call a con- 
ference of representatives of all Government agencies having adjudicatory or 
rule-making functions, and direct them to take a look at their own procedures.” 
Then Judge Prettyman continued as follows in his report on the work of the 
President's Conference (p. 218) : 

“The President did so. He directed the Attorney General to prepare a list of 
such agencies and to invite each to send a delegate. Fifty-six departments, bu- 
reaus, and commissions were on the list. Besides the great independent agen- 
cies, the Cabinet Departments, and the great offices, such as the Civil Service 
Commission, the Patent Office, and the Bureau of Internal Revenue, there were 
many other bureaus and sections dealing with the vitally important subjects, 
such as immigration, food and drugs, veterans’ affairs, social security, war 
claims, ete. The President directed that 12 members of the bar, 3 trial exam- 
iners, and 3 judges, all of whom he named, be included in the Conference. The 
roll totaled 74 delegates and members. 

“The agencies named top-flight representatives. When the conference as- 
sembled, it was an interesting group, an encyclopedia in human form of pro- 
cedural Federal law. If you wanted to know how such-and-such is done, or 
ought to be done, in an adjudicatory administrative proceeding, all you had 
to do was to listen patiently enough and, without leaving your chair, you 
could hear authoritatively by admissible firsthand evidence how it is done 
everywhere in the whole vast reaches of the Federal] Government. It was quite 
a sight. 

“There can be little doubt that the administrative agencies in Washington, 
generally speaking, had fallen into grievous habits in respect to their adjudi- 
catory duties. The fault lay in many directions.” 

Where you have 56 separate departments, bureaus, and commissions sprawled 
over these “vast reaches of the Federal Government,” daily taking final ad- 
judicatory administrative action with respect to the property rights of thousands 
of persons, individual and corporate, the need for judicial protection of such 
persons against administrative mistakes or “arbitrary or capricious orders,” 
against “arbitrary official encroachment on private rights,” in other words 
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vuinst “administrative absolutism,” was for many years all too apparent t 
he Members of Congress. That is why Congress realized the imperative need 
for the right of appeal and judicial review of final administrative agency action 
through enactment of section 1009 (a) of the Administrative Procedure Act 
which explicitly provides for and guarantees such review. 

This statutory provision in the Administrative Procedure Act for judicial 
eview of administrative action also received the implicit and unanimous ap 
roval of the President’s Conference on Administrative Procedure. See recom 
nendation B (2), relating to the certification and filing of an abbreviated record 
n appeal to “the several United States courts of appeal,” and recommendation 
pr (8), relating to the filing of briefs with the courts of appeal on petitions to 
eview an order of an agency of the Federal Government. (See U. 38. C., Con- 
cressional and Administrative News No. 7, May 5, 1955, pp. 1533-1594.) 

It is true that judicial review of administrative action may be granted or 
vithheld as Congress chooses (Fitzgerald v. Douds, 167 Fed. 2d, 714; Switchmen’s 
Cnion v. Mediation Board, 320 U. S. 297; Estep v. U. S., 327 U. S. 114). Mr 
Justice Rutledge, in writing for the Court in Federal Communications Commis 
sion V. WIR, The Goodwill Station (337 U. 8. 265), spoke of this “constitutional! 
ower of Congress to devise differing administrative and legal procedures appro- 

priate for the disposition of issues affecting interests widely varying in kind.” 
However, there must be powerful and compelling considerations which would 
ctuate Congress to dispense with judicial review of administrative action in 
any particular case, thus making it a conspicuous exception to the ordinary 
udicial review provisions of the Administrative Procedure Act. Thus the pro 
wnents of any particular congressional statute making such an exception have a 
heavy burden on their hands to demonstrate that a particular commission or 
igeney is entitled to finality of action and “administrative absolutism.” 

Judicial review of final administrative action affords a proper bulwark of pro- 
tection of persons and their property rights against “administrative absolutism.” 
Compare Agnew v. Board of Governors of Federal Reserve System, 153 F. 2d, 785 
it 788.) Where Congress has not by a special statute explicitly excluded judicial 
review of administrative action, the Supreme Court has held, in decisions ren 
lered both prior and subsequent to the passage of the Administrative Procedure 
Act, that judicial review would in such cases be available to aggrieved petitioners. 
See U.S. v. J. C. C., 387 U. S. 426 at 483 (1949) ; Shields vy. Utah Central Rail 
oad Co., 305 U. 8S. 177 at 185; Stark v. Wickard, 320 U. S. 288 (1944).) 

ignew v. Board of Governors (329 U. S. 441 (1947)) ruled administrative 
iction by the Federal Reserve Board subject to judicial review. 

The final orders of the Federal Trade Commission are likewise subject to 
judicial review (federal Trade Commission v. Kleaner, 274 U. 8S. 145 (1027)) 

Other administrative agency orders are subject to judicial review under the 
special acts creating such agencies or under the Administrative Procedure Act, 
e. g., those.of the National Labor Relations Board, Longshoremen’s Compensu 
tion Board, Civil Aeronautics Board, Federal Power Commission, Securities and 
Exchange Commission, and all of the remaining 56 departments, bureaus, and 
commissions among the host of administrative agencies presently functioning in 
uur Federal system. Orders and decisions of officials of Cabinet rank are also 
subject to judicial review, e. g., those of the Secretary of Agriculture (Brannan v. 
Starke, 185 F. 2d 871 (1950)) and those of the Postmaster General as to his 
power to restrain or regulate the use of the mails (Standard y. Olesen, 347 U.S 
768 (1954) ). 

Since the Administrative Procedure Act does not provide a format for judici 
illy reviewing administrative agency action in the case of these war-damaze 
laims, it was necessary to spell out in section 53 of H. R. 5840 all of the proce 
dural steps to be taken to accomplish judicial review of the orders and decisions 
f the Foreign Claims Settlement Commission by the United States Court of 
Appeals of the District of Columbia. Most of this procedural method for review 
vas patterned after the Federal Communications statute for similar review 

47 U. 8. ©. Ann. 402). Part of this appellate review procedure was adapted 
from the Federal Trade Commission statute (particularly sec. 58 (a) thereof. 
where preference is given to these appeals). 


Senator Jounston. David A. Avram. 
How long will you take? 
Mr. Avram. I don’t think it will take more than 15 minutes. 
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STATEMENT OF DAVID A. AVRAM 


Mr. Avram. My name ts David A. Avram. Iam a member of the 
bar of New York. I practiced law in Europe for almost 20 years 
before ny coming to this country, and worked on a number of cases 
resulting from the Versailles Treaty and dealing with various enemy 
property problems. I appear here today as a private citizen who is 
iterested in the basic issue which the proposed legislation is raising. 
i do not represent any owner of properties which would be affected 
one way or the ot ler—by the return or the retention of vested property. 

[ appear in support of S. 995, which provides for the return of 
private property owned by persons who were, formerly, enemy na 
tionals. Such return is being opposed on various grounds, and the 
great number of arguments which burden the debate convey the wrong 
Impression of an exceedingly complex and difficult problem. 1 
venture to say that, in my opinion, the difficulties are not real and 
that, in fact, the issue determines itself if met in the light of the funda- 
mental principles and with due regard to the relevant facts. 

As a participant in World War II, the United States has certain 
claims against Germany and Japan and the other enemy countries. 
It has, however, no claim whatsoever against the nationals of such 
countries as private individuals. The only legal question to be deter 
mined is, therefore, whether international law now permits that 
private persons and their property be held for obligations which are 
clearly not theirs. 

The development of modern international law—at variance with 
the views of past centuries—recognizes and stresses the distinction be- 
tween state and private citizen, public and private property, and 
obligations of the state and private citizen, public and private prop- 
erty, and obligations of the state and those of private individuals, 
except that private property owned by an enemy national and located 
in enemy territory may be held as a quasi-lien or quasi-pledge, for 
the only purpose of securing the performance by the enemy state of 
its own obligations. 

This rule found a drastic expression in the Treaty of Versailles 
which provided in article 297 (b) that the Allied and Associated 
Powers 
reserve the right to retain and liquidate all property, rights, and interests 
belonging to * * * German nationals * * * 
and, in article 297 (lh) (1) that the proceeds of such liquidation shall 
be credited to the account of the debtor state involved. 

The Versailles formula for the satisfaction of the obligations of 
enemy states out of property owned by the nationals of such states 
appeared to be objectionable to the United States Congress. The 
joint resolution of July 2, 1921, declared in its section (5) the position 
of the United States Government vis-a-vis the enemy states and 
nationals to be as follows: 

Private property “shall be retained * * * until such times as the imperial 
German Government * * * shall have made suitable provisions for the satis- 
faction of all claims against said governments * * *” 


Section (5) of the joint resolution was made a part of the Berlin 
peace treaty between the United States and Germany. This prov a 
of the treaty was subsequently exactly implemented as conceived and 
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written. In 1928, when the German states had made arrangements 
which, in the view of the United States Congress constituted “suitable 
provision for the satisfaction of” its debts, Congress enacted the Settle- 
ment of War Claims Act providing for the release of German private 
property. Such property was, then, released at once to the extent of 
\) percent while the balance remained to be released at a later date. 

It is significant and important to recall that the return of S80 percent 
of the property was conditioned upon the execution by the owner of 
such property of his consent to the postponement of the return of the 
balance of his property. 

The requirement of such express authority and of the personal 
consent of the enemy national to the temporary retention of his prop 
erty appear to indicate serious doubts as to whether under customary 
international law private enemy property may be held at all on account 
of unsatisfied debts of the enemy state. It is, however, not doubtful 
that, in any case, private property may be held only as security for, or 
otherwise in connection with, the satisfaction of debts owed by the 
enemy state. The existence of reparation and similar debts of the 
enemy state is, consequently, the prerequisite for the assertion of any 

claim against property owned by enemy nationals, since such claim, 

being in the nature of a lien, or of a pledge, is an accessory to, and 
annot survive, the debtor-creditor relationship bet ween the two states 
nvolved. 

The Bonn Convention of 1952-54 provides In its chapter (6) article 

1) that— 
the problem of reparation shall be settled by the peace treaty between German) 
ind its former enemies or by earlier agreements concerning this matter * * * 

This wording must be understood—and it was ae so under- 
stood—as a waiver of any reparation claims against the German st: _ 

notwithstanding the rather meaningless language which had to be 
udopted because of Soviet Russia’s nonparticipation in these arrange- 
ments. By discharging the German state of its obligations we have, 
quite obviously, also discharged the quasi-lien, or quasi-pledge, on 
(Ferman private property to which we may otherwise have been en- 
titled under international law. 

The release of German private property as an immediate and neces 

iry consequence—iunder international Siw of the discharge of the 
debt which it may have been intended to secure is, I submit, in no way 

fected by chapter (6) article (3) of the Bonn Convention which 
provides that: 

The Federal Republic shall in future raise no objections against the measures 
which have been, or will be, carried out with regard to German external assets, 
or other property, seized for the purpose of reparation or restitution or * * * 

This article does not confer any supplementary rights to the Three 
Powers nor does it contain any approval or consent by Germany with 
respect to measures directed against private German external assets. 
The provision is meant only to waive Germany's right under interna- 
tional law to object against measures affecting the private property 
of its nationals, thus, as Germany’s promise to refrain from granting 
its nationals the diplomatic protection which they could claim. More- 
over, the insertion in the treaty of Germany’s promise that it “shall 
in future raise no objections against” * confiseatory measures, discloses 
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that such objections were considered as not only possible but as 
weighty enough to induce their elimination by way of an express 
provision to this effect. Article (3) of the Bonn Convention may de 
prive the German property owners of diplomatic protection by the 
(rerman Government but it cannot deprive them of the protection 
which private property enjoys under international law. Their prop- 
erty is free and no longer subject to the quasi-lien or quasi-pledge 
which were discharged together with the discharge of Germany’s 
obligations. 

Even assuming arguendo that Germany’s obligations were not 
discharged, as I believe they are, private property be ‘longing to Ger 
man or Japanese nationals would still have to be returned in aecord- 
ance with our Government’s most recent policy determination con 
cerning enemy property located in this country. I refer to Public 
Law 285 which was passed by the Senate on the last day of the $4th 
Congress, Ist session, signed by the President on August 9, 1955, and 
which resulted from bills prepared by the executive agencies. 

The statute referred to deals with the final disposal of enemy 

property located in this country and owned by Hungary, Rumania, 
and Bulgaria—Germany’s allies during the last war—and by nationals 
of these countries. The peace treaty with each one of these countries 
provides expressly for the right of the Allied Powers to— 
seize, retain or liquidate * * * all property, rights and interests which * * * 
belong to those nationals * * * and to apply such property * * * within the 
limits of its claims and those of its nationals against * * * 
The claims of the United States against Bulgaria, Rumania, and 
Hungary have never been waived. As I explained in the first part 
of my statement, they were in the case of Germany. Treaty claims 
of United States nationals against these countries have not been 
satisfied. 

In full knowledge of this legal and factual situation Publie Law 285 
provides for the ultimate return in full of all properties (whether 
vested or blocked) owned by natural persons who are nationals of 
these allies of Germany. Properties of private corporations are not 
being returned— 
in view of the effective appropriation by the Governments of Bulgaria, Hungary. 
and Rumania of all corporate property— 
and I am taking the liberty of quoting in this respect, a few words from 
the Congressional Record (House) of June 25, 1955 (p. T7777) : 

Mr. Ricuarp. The property of these individuals is not confiscated. The prop- 
erty remains blocked and whenever in the future it is possibie for the unfor- 


tunate people of Bulgaria, Hungary, and Rumania to enjoy the right to own 
private property, it is expected this property will be returned to them. 


STATEMENT OF THURSTON GREENE 


Mr. Greene. Mr. Chairman and Senator Langer, my name is Thurs- 
ton Green. I am a member of the firm of Greene & Cook, 30 Mason 
Street, Torrington, Conn. I would not be here today if it were not 
for the fact that at the outbreak of the war with Germany, a young 
German girl then 17 years of age, whose father was a German civil 
servant who had married an Ameri ‘an woman of some means cannot 
get her property. During the war and for reasons wholly wnassociated 
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with the war, the woman died. Her property was in the United 
States. I think she thought it would be safer there than in Germany. 
The property was all left to her husband. Five weeks Jater, her hus 
band died. This was still during the war; and under the German law, 
the young girl became the sole owner of that property. 

After the war, his estate was settled by the public administrator in 
New York County, which is where the property was; but for the policy 
of this Government, that young woman, when the accounts of the 
public adininistrator were settled, would have received a check for 
. small fortune. 

Just as she was about to receive it, the long arms of the Alien Prop- 
erty Custodian stepped from Washington into the surrogates court 
n New York County under an order dated several years after the 
cessation of the war. The Alien Property Custodian took her for 

une, and has kept her fortune from that day to this. 

Senator Lancer. What year was it ¢ 

Mr. GREENE. 1948. Subsequently, vesting stopped, but unfortu 
nately, people had settled the estate and consequently, her estate was 

wught in the jam. This committee has before it three bills. & will 
ildress myself first to Senate 995. It was introduced by Senator 
Kilgore (for himself and for Senator Dirksen). 

S. 995 recognizes a simple and basic moral principle, binding on 

individuals and g rovernments alike. When you take someone else's 
property, the only fair Ching Lo do is to vive it back. It makes no 
difference why you took it, so long as the taking was not as recom 
pense for wrongdoing by the person you took the property from. 
Full restitution is the only way to make amends for unjustified 
deprivation. 

Between governments, reparations have long been recognized as 
justifiable. Reparations as between governments are the equivalent 
of damages as between individuals, one of whom has wronged the 
other. 

S. 995 has nothing whatever to do with reparations. It is to undo 
he mischief of the Confiscation Act of 1948, the bill for which was 

nadequately entitled “An act to amend the Trading With the Enemy 
\ ‘t as amended ; to create a commission to make an inquiry and report 
with respect to war claims; and to provide for relief of internees in 
ertain cases. 

This, gentlemen, is the title of the bill that confiscated hundreds of 
dollars of properties owned by individuals. 

In the Confiscation Act, the Congress of the United States con. 
cluded that this country would keep what previousty it had merely 
unpounded for its own protection during the war.; Perhaps the best 
explanation—certainly the most charitable one—is' that Congrass did 
so unwittingly, for there is nothing in the title of the bill that would 
have indicated that so radical a step was being taken. ‘The property 
confiseated did not belong to foreign governments. It belonged to 
number of individuals who were never accused of wrongdoing. Their 
only fault was misfortune—the misfortune of owning property that 
we could (a) grab; and (0) keep. 

Within limits, the taking of hostages has always been recognized by 
the rules of war. They may be kept for trading purposes but if they 
are shot without provocation, it is murder for the individuals have 
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done no wrong. Likewise with property; there is no wrong involved 
in seizing the property of aliens during wartime, and holding it for 
trading purposes against equivalent reparations being made by their 
governments. But simply to confiscate it is no more justifiable, on 
any moral ground, than it would be to seize hostages for trading pur- 
poses, and then to shoot them. As among our own citizens, this prin- 
ciple is recognized. You cannot take private property for public uses 
without just compensation. As between this country and citizens of 
another country, there is no constitutional prohibition, but the moral 
prohibition is no less strong. 

The Confiscation Act was passed before the passions of war had 
subsided. Its philosophy is obscure, but its consequences are clear. 
In ancient days, it used to be the practice to place upon the head of a 
voat, symbolically, the sins of the people, after which the goat was 
allowed to escape into the wilderness. That was how the term “scape- 
goat,” currently defined as— 

Any animal or person to whom the sins, evils, ill luck, ete., is ceremonially at 
tached, the victim then being sacrificed or driven out, as symbolic of dispelling 
the evils. 

Clearly the persons whose property we have seized and kept are them- 
selves guiltless, and have been made the scapegoats for the sins of the 
country where they had the misfortune to be born. How else can you 
explain why, for example, a young German person’s inheritance has 
been seized and confiscated merely because it happened to be in this 
country, while all other inheritances of young people similarly situ- 
uted were left untouched merely because those inheritances happened 
to be in Germany’ Is Germany safer than the United States? Or, 
for that matter, why should the American inheritance of a young 
German person be seized to support the general operations of the 
United States Government while the German properties of the Ger- 
man war lords go untouched ? 

Senator Lancer. Especially after the war is all over. 

Mr. Greene. Yes, sir. 

Senator Lancer. What is the date when vestment stopped ? 

Mr. Greene. That date escapes me. 

Senator Jounston. April 1953. 

Mr. Greene. Or why should any property of any German citizen 
that happened to be in this country during the period of time when 
we were “vesting” such properties be made to pay for the war, re- 
gardless of the fault of the owner, while from the German people as 
a whole we are not only declining to accept reparations, but are actu- 
ally treating as fr iends and allies to whom billions have been given 
every year since hostilities ended ? 

Clearly, when we view the pattern of subsequent developments, the 
Confiscation Act of 1948 makes no sense. The only way to right the 
wrong is to give back what we took. 

Now, there is only one obvious defect in S. 995. Where we took 
money, we should return it with interest. Otherwise, we are in the 
anomalous position of recognizing that the property itself belongs 
to the person we took it from, but we do not recognize that the use 
and enjoyment of that money since the date of vesting is also something 
for which the rightful owner is entitled to be paid. 
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Mr. Incotpsky. Are you advocating a payment of interest in ad 
lition to the return of principle? 

Mr. Greener. I am. 

Mr. INcotpsxy. What interest rate? 

Mr. Greene. If we pay only two and a half percent—which is what 
we pav to willing lenders. In this case of course, the lender is an 
unwilling lender. We return dividends but if the money was steri 
lized, we do not propose to return interest, which I submit we should 
do. 

I believe bill S. 995 presently provides for the return of increments 
and of dividends. If we are going to tre at money that is, bank ac 
counts, cash—as we treat other property, it surely is entitled to in 
terest. We have had the use of the money free, for 8 years. 

Senator Jounson. I notice your time is just about up. 

Mr. Greene. Ine _ ment would be returned: Dividends would be 1 
turned (S. 995, p. 1, line 9). But if we took money, we are not even 
paying the rightful owner the standard 2% percent that we have 
customarily paid to people who let us use thei ‘Ir money voluntarily. 
Su nen we can do no less for those whose money we — taken 

gainst their wishes, simply because we hi ud the power to do i 
S. 854 introduced by Senator Langer: This is a good hill. so far as 

it goes, and should be passed if the matter is to be dealt with piecemeal. 
However, the bill is unduly narrow in specifying the class of persons 

to whom inheritances will be returned. (S. 854, p. 2, lines 2 through 
1.) Instead of limiting the return of inheritances derived 

from an American citizen or a mother at the time of her marriage was an Ame: 

can citizen— 

the class should be the broader one defined in S. 995 so as to include t} 
owner (by gift, devise, bequest, or inheritance ) 

at the time of such vesting, or to the legal representative or successor, as the 
ase may be, of such owner, if the owner be dead. 

S. 2227 introduced by Senator Kilgore: I believe this bill should 
not pass. It perpetuates the cynical philosophy of the Confiscation 
\ct of 1948: what we have taken is the spoils of war. We keep what 
we want, and return what we. do not. In an earlier day, our fathers 

did not call this “spoils of war”; they called it plunder or loot. “Plun 
der” is still defined : 

To take the goods by force, as in war, or wrongfully: to pillage, spoil, sack, 
rob; as to plunder travelers. Hence, to take or appropriate by force or wrong- 
fully as, the enemy plundered all the goods they found; to steal, loot 

Fine words and elaborate circumlocutions cannot change the facts. 
What. we took, we took from individuals who as individuals had done 
us no wrong. We took it because we had - power not because we had 
ne right. By giving back a little of it, we recognize the wrong. 

But we cling cynic: ally to the seslthin cxincegt: We will give back only as 
much as we feel like giving back. The rest. we will keep. 

The approach of S. 2227 1s not only cynical; it is hypocritical. For 
while we make an elaborate gesture of giving with our right hand, with 
our left hand we are steadfastly hanging on to what we previously 
grabbed. This is robbing Peter to pay Paul. We seize an inheritance, 
say, of $1 million and then make a great. show of giving $10,000 each 
to that person and 9 other inheritors. The hypocrisy consists of 
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keeping the $10,000 we took from the 9 other people, while paying 
them off with the $100,000 that we took from one of them, 

Out of cynicism and hypocrisy also come favoritism. For if the 
person we wronged happened to be wronged only to the extent of 
310,000, we make him whole—but for the unpaid interest factor. He 
gets back his full $10,000. But to the person we took $50,000 from, 
we give back only $10,000, or 20 percent. And to the person we took 
$100,000 from, we give back only 10 percent. And, of course, it is 
clear this also constitutes favoritism because for the small man we 
return the entire inheritance. He is made 100 percent whole. ‘To the 
others, he is made 50 percent whole; 40 percent whole; 30 percent; 
or 10 percent whole; depending on how much money we took from him. 
[ cannot believe this is any more than a compromise measure designed 
toelicit comments. The more we took, the smaller portion we give back. 
[t would be harder to devise a clearer example of playing favorites 
among people we have wronged. It is as if we had taken as hostages 
children of families having 1, 2, 3, 4, 5. 6, 7, 8. 9, and 10 children, 
respectively, and then told each family they could have 1 child back. 

eee S. 2227 is no more than a compromise measure designed to 

icit the comments of the many groups affected. It cannot represent 
the considered judgment of a great government, but bears all the hall- 
marks of a measure designed merely to evoke discussion and comment 
among the many people whose lives and fortunes it would so intimately 
alfect. 

Senator Jounson. We certainly thank you. 

Mr. Lykes M. Boykin. 


STATEMENT OF LYKES M. BOYKIN, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


Mr. Boykin. Lappreciate the opportunity to appear here this after- 
:oon In support of bill S. 995, which calls for a return of the prop- 
erty of German and Japanese nationals to their former owners. 

Since the last time this committee investigated this problem, there 
have been a few new developments, mainly the discussions held by 
representatives of the West German Government with our own Gov- 
ernment on the matter, the hearings held on the House side be- 
fore the House Foreign Affairs Committee, and one other of rather 
great importance in my mind, the passage of Public Law No. 285, 
which returned the property of all nationals of Bulgaria, Rumania, 
and Hungary. A proposed limited return of $10,000 maximum is 
specified in the bill 2227 by the State Department today. It does, how- 
ever, restrict any return te corporations. The primary reason for 
that is that the corporations have been nationalized and are thus state 
owned and state controlled and a return to them would be a return 
to the Communists. To my mind, this is one of the most extraordinary 
cases of commingling of public and private funds that I have ever 
seen. It is probably one of the most extraordinary cases in the his- 
tory of our country. It is taking private funds to satisfy public obli- 
gations. 

Now, if these were the funds of an enemy government, the situ- 
ation would no doubt be different, but they are not. To my mind, 
it is something in the nature of a claim against the United States 
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Government that could be satisfied out of, say, all property owned by 
the United States Senators or any other group of people. It is some- 
thing that I feel is totally wrong. 

That same problem was presented to the Senate after the last war. 
\t that time, before the Senate Finance Committee, of which your 
llustrious colleague, Senator George, was a member, that committee 
was unanimous in its conclusion that private property of enemy 
nationals may not and will not be confiscated for the payment of a 
lebt of an enemy government. 

This Government in the past has always respected the sanctity of 
private property, and doubtless always will in the future. 

Although I have described the primary objectives of S. 995, I would 
ike to point out that on page 5 the one-third share provision, I feel, is 
asically unfair and should be revised. There are some other tech- 
nical changes which, with your permission, I would like to submit to 
the staff and not burden you with at this time. 

S. 2227, I feel, should be combined together with S. 995, and Ameri- 
an war claims should be satisfied at the same time that a general 
eturn of this property is made. I feel that the best features of both 
of these bills should be used and another bill reported out to combine 
them. 

With regard to the seizure of the property itself, there seems to be 
little doubt that, in the last war, the primary purpose was to 
restrict its being used by the enemy against us. In the years 1945 
ind 1946, our main purpose in retaining that property seemed to be 
to eliminate it as an enemy war potenti al. That is clearly expressed 
n Allied Control Council Law No. 5, in which it is so stated, as such, 

It is also evident in the Paris reparations agreement in which it is 
essentially stated as that. In the year 1945, that was understandable, 
to eliminate a German war potential. Today it is 1955. No longer 
can we say we are going to eliminate a German war potential because 
we are doing the converse. We are trying to build up Germany as 

part of NATO. We are asking her to rearm. So no longer can 
any excuse be given that we are retaining this property because of 
elimination of a war potential. 

Now, the only other conceivable reason that I can think of is that 
it. is being retained as something in the nature of a reparations pay- 
ment. Traditionally, historically, this country has never taken repa- 
rations from private citizens. Reparations are a form of payment 
from government to government and not from a private citizen of one 
country to another. 

I should like to refer to the statement made by the Honorable Daniel 
ell, formerly Under Secretary of the Treasury and Director of the 
ureau of the Budget, in which he stated : 


1) 
i> 
8 


* any reparations should be paid by such nations as a whole and constitute 
a burden on all their people rather than a special burden on the few based on 
the circumstance of their having held assets in this country. Nor do I believe 
that the use to which we put such confiscated assets should be the basis for 
‘ompromising our principles. Laudable as it is, for example, to pay compensa- 
tion to American prisoners of war, I cannot believe that this legitimate end 
justifies indefensible means, i. e., the confiscation of property of innocent persons. 
Certainly, the United States is not so bereft of principle or so deep in poverty 


that it must stoop to confiscation to discharge its responsibilities to its own 
citizens * * *” 
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Mr. Chairman, statements have been made in the course of this and 
past hearings to the effect that the Paris Reparations Agreement bars 
a return of this property. There seems to be no doubt that this is not 
correct. ‘There are four basic reasons as to why it is not a bar. 

1. It is an executive agreement, never presented to the Congress 
and therefore not binding on the Congress. 

. Mr. Dulles in his testimony before this very subcommittee last 
year stated that the purpose, as I previously me ‘ntioned, to eliminate a 
war potential no longer held true in the year 1954. 

3. Further, other governments that are parties to that agreement 
have made returns of German property; and 

t. Finally, if they return up to $10,000, certainly a full return could 
be made without in any way having that agreement being a bar to 
return. 

Also, some people have said that the Bonn Convention was a bar 
to return. I would like to point out where that is in no way a bar 
to return. 

First, the Bonn Convention was drafted in the year 1951, when we 
in this country were still seizing German property, w hich, incidentally, 
as Mr. Wood just mentioned, did not terminate until 1953. It was 
presented to the Congress in 1952 for consent to ratification. Consent 
was given but because of the failure of the EDC, it was not accepted. 

Finally, in 1954, a revised provision was signed in London, and in 
1955, at Paris, that agreement came into effect. I should like to point 
out that in the Bonn Convention, the basic agreement was presented 
to our Senate for consent to ratification but the provision relating to 
this property is contained in a related convention which is an executive 
agreement and not a treaty—a related convention referred to as 
the Settlement of Matters Arising out of the War and the Occupation. 
In that related convention it is provided that Germany will not object 
to the retention of its external assets. It is further provided that 
Germany may, with the consent of the three allied powers, negotiate 
regarding such assets thereby indicating that it does not finally mean 
to confiscate them: and it provides that Germany will insure com- 
pensation to the former owners, without saying how, when, or where. 

This is an executive agreement. The German Bundestag, at the 
time of ratifying the basic convention, unanimously passed a resolu 
tion objecting to these provisions and ratified it with that understand- 
ing. The agreement allows negotiations with the consent of the Allies, 
showing it is no final bar. Further, the attempt of the Allied Powers 
to shift obligations is reminiscent of the Versailles Treaty, rejected by 
this Government in toto. 

To attempt to have the German Government compensate its na- 
tionals is an impossibility, and I am sure the Office of Alien 
Property realizes that fully. From a political matter, it would be 
utterly impossible to get legislation to compensate the German na- 
tionals through the Bundestag at the time when its own nationals who 
have had their domestic property bombed and destroyed have not vet 
been paid, and don’t know when they will be paid. 

It has also been implied that if we don’t seize this property and 
retain it and confiscate it, the Germans will get off scot-free, with no 
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reparations or anything else, just the same as if no war were started 
| would like to point out, Mr. Chairman, that just the converse of that 
true, 

One, we have a Germany consisting of two territories. Half of its 
erritory has been taken away. Billions of dollars have been taken 
out of Germany under the dismantling program including labor, 
freight, and insurance in connection with it. The German Navy and 
merchant. fleet have been taken by the Allies and divided—again 
jillions of dollars. Occupation costs at a rate of some $2 billion a 
vear have been incurred by the Germans. The Saar territory has 
wen taken and integrated into the French economy. ‘Ther 
forced labor. forced export of timber, coal, and = rap. seized woods 
ind supplies. Currency reform was necessary because of all of this 
gold taken. Patents throughout the Wo! ld were lost. Crerman ets il 
the neutral countries were seized and T understand large payments wer 
made to this country out of that. A restitution program to the perse 
‘uted Jews was undertaken. Under an agreement with Israel some Sv 
billion has been obligated to be paid by the Germans. ‘They are con 
stantly having thousands of refugees come over from the East and at a 
ost in the neighborhood of 450 million marks per year. Under the 
London Debt Agreement, it has assumed tremendous tinancial oblig: 
tions; and finally, it has agreed to come into NATO and provide an 
irmy of 12 divisions, a tactical air force and a navy. So we see that 
Germany is not getting off scot-free. They do have obligations, and 
tremendous obligations. 

[In conclusion, Mr. Chairman, I would like to thank vou for 
pportunity to appear before you and I appreciate very much yo 
consideration. 

I would like to have this statement incorporated in the record. 

(The statement referred to is as follows :) 


STATEMENT OF LYKES M. BoYKIN, ATTORNEY AT Law, WashHinoeton, D. C 


Mr. Chairman and members of the subcommittee, I appear here in support of 
the primary objectives and principles set forth in the bill, S. 995, which calls 
for a return of the property of German and Japanese nationals to their former 
owners, 


As we all know this subcommittee has conducted extensive investigations into 
many ramifications of the vesting program, how it was started, the shift in policy 
from that of sequestration during wartime and return afterward to one of ont 
right confiscation, and where and how that policy originated 

Subsequent to the last public hearings held by the subcommittee on this par 
ticuler type of legislation there have been some new developments. In February 
and March of this year discussions were held by representatives of the West 
German Government with our own Government on the matter, and the State 
Department proposed a limited return of $10,000 maximum to individuals onlv 

nd not corporations or other business entities. The German delegation was in 
no position to either accept or reject this proposal, as these were merely explora 
tory discussions and not negotiations, although as stated in the final communique 
t welcomed this suggestion as a constructive first step ultimately hoping for a 
substantial and more equitable return. The views of that delegation are mos 
uptly expressed in an article by Mr. Hermann J. Abs, the chief of the d 


+ 


tion, appearing in the July 15, 1955, issue of Recht der Internationalen Wirtscheft, 
German quarterly, a copy of that article being appended hereto. (Full text 

and statement referred to appears beginning on p. 30 of this record.) 
Similar conferences were held with and suggestions made to represent 
f the Japanese Government during the latter part of March of thi 
wing these conferences the Secretary of State on June 6, 1955, sent to the Cor 

gress recommended legislation calling for the limited $10,000 return and this 

posal is encompassed in S. 2227 now before this subcommittee 


at 
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Then following the conclusions reached by this subcommittee in its Report 

No. 1982 (83d Cong. 2d sess.) to the effect that a policy of confiscation seems 
inimical to the foreign policy of the United States, and recognizing that the 
United States was giving out of one hand substantial sums to the German and 
Japanese Governments in foreign aid and in the other was confiscating the prop 
erties of their private nationals, the House Committee on Foreign Affairs held 
hearings on the matter in July 1955. That committee will no doubt continue to 
follow all subsequent proceedings in Congress very closely due to its overall 
foreign policy interests, as well as the decisions it reached both there and in 
regard to the property of certain Soviet satellites, namely Hungary, Rumania, 
and Bulgaria.’ 
Also in recent months, and pursuant to adoption by the Senate of a resolution, 
by a vote of 88 to 0, we have seen sovereignty restored to Germany and her acces- 
sion to the North Atlantic Pact. Instead of being an enemy, we are now working 
closely with her as an ally and as an equal partner in our common efforts for 
defense of the free world against the Communist aggressor. 


COMMINGLING OF FUNDS 


This entire question of the handling and treatment of the assets of these 
private German and Japanese citizens is to my mind one of the most extraordi 
nary cases of commingling of private and public funds in the history of our 
country. If these were the funds of the German and Japanese Governments, 
the situation would no doubt be different. But they are not—these are the 
funds of private citizens. It is somewhat like allowing a plaintiff who has a 
claim against the United States to satisfy that claim out of—say all properties 
owned by any United States Senators, or some other specific group of property 
owners. It is the confiscation of private property to satisfy public obligations, 
and that is exactly what has been so strongly and effectively denounced by our 
great national leaders from the time of inception of our country. 

For example, in considering the identical problem after World War I, the 
Senate Finance Committee, of which your illustrious colleague, Senator Walter 
George, was then a member, reach the unanimous conclusion that: 

“* * * Of course, the committee is in unanimous accord with the proposition 
that private property of enemy nationals may not be confiscated, and will not 
be confiscated, by the United States for the payment of the debts of the enemy 
government. The United States has always recognized, and doubtless always 
will recognize the sanctity of private property * * *”? 

Also, our noted Speaker of the House, the Honorable Sam Rayburn, in com- 
menting on that same legislation in 1927, took the position that the most savage 
doctrine ever announced by any people anywhere was that private property 
should be taken for the satisfaction of a public obligation.* 


8. 995 AND 8. 2227 


Although I readily subscribe to the primary objectives of S. 995, I feel that 
there are certain technical features such as the one-third share provision on 
page 5, that are basically unfair and should be revised. Also, I believe that the 
bill should go one step further and make adequate provision to take care of 
American war Claims. In the bill sponsored by the administration, $8. 2227, it 
is proposed to set up a German claims fund of $100 million, which will consist 
of funds derived from payments made by the Federal Republic of Germany to the 
United States under its postwar economic aid obligations. I feel that this part 
of that bill is entirely proper and should be adopted. Already, since 1953, we 
have been receiving from this source some $25 million annually in interest pay- 
ments alone, and in 1958 the payments will be increased by some $48 million 
per year as payments on principal begin then. Certainly, since it has been 
over 10 years since the termination of hostilities, our American claimants 
should have their claims satisfied. No doubt there are some hardship cases, and 
for this type which should be compensated before adequate funds are received 
from German sources, a revolving fund could be created in the Treasury on a 
basis that moneys advanced for this purpose through appropriation would be 
replaced by funds received through economic debt payment from Germany. 


1 Public Law 285, 84th Cong., Ist sess. 

2Report of Senate Finance Committee (S. Rept. No. 273 of Feb. 19, 1928, p. 17, 70th 
Cong., 1st sess.-). 

3’ Congressional Record, Dec, 20, 1927, p. 883, 70th Cong., 1st sess, 
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I should point out that the earmarking of $100 million of German repayments 
for this purpose is in effect merely restoring over $100 million of German vested 
issets that were used for satisfaction of claims of non-German origin As 
Secretary Dulles recently said: 

“* * * The total value of vested Japanese assets is approximately $60 mil 
lion. Consequently, it is clear that of the $225 million deposited by the Attorney 
General in the Treasury under the War Claims Act of 1946, at least $165 million 
was derived from German assets. According to estimates of the Foreign Claims 
Settlement Commission, total payments under that act to satisfy American 
prisoners of war and other claims which arose in Burope will amount to ap- 
proximately $60 million. As a result, about $100 miliion of the proceeds of 
German vested assets will have been used to satisfy claims attributable to coun 
tries other than Germany, i. e., in the main, Japan.” * 


The evils of such commingling of funds had already been denounced by 
Secretary Dulles in his testimony before this committee last year when he said 

“* * * In this connection, the Department wishes to go on record as being 
firmly opposed to any further use of former German assets for the purpose 
of satisfying claims against countries other than Germany.” * 

As §. 995 should go a step further in providing for American claimants, 8, 2227 
should do likewise in returning to the German owners all of their property 
It limits such a return to only $10,000 and only to individuals. It penalizes all 
such persons who had more than $10,000 in assets here as well as anyone who 
had such assets in corporate or other business entities. The obvious question 
is why this discrimination? As the distinguished chairman so lucidly ex 
pressed it in his recent statement: 

“To my mind this new position is unethical. I fail to comprehend why the 
executive branch of our Government now says that it is wrong to keep con 
fiscated property worth $10,000 or less, but perfectly alright to keep and barter 
any confiscated property worth more than $10,000. The administartion should 
not use a dollar yardstick to compromise basic American principles.” 

Even for the Soviet satellites, Hungary, Rumania, and Bulgaria, we are not 
confiscating any of the properities of their individual nationals and the only 
reason why it is being done for their corporations is that the corporations have 
been nationalized and are thus state owned and state controlled and a return 
to them would be a return to the Communists.’ That is not at all the situation 
in Germany—the corporations there have not been taken over by the Govern 
ment—but, as in the United States, the ownership is widely distributed among 
large numbers of individuals all over the country who own shares of stock in 
the various corporate enterprises. Thus, we find ourselves treating these Soviet 
satellite countries, which are certainly not our allies, on a much more equitable 
and moral basis than we are treating a country that is now supposed to be our 
friend and equal partner in the North Atlantic Treaty Organization. 

I submit, therefore, that this committee should utilize the best features of 
both S. 995 and S. 2227 to provide: (1) payment of our American war claims, 
and (2) return of their own property to the German and Japanese owners so 
that our Nation can once again reaffirm its adherence to that great principle 
of sanctity of private property. 


THE COMPROMISE OF BASIC PRINCIPLES 


It is difficult for me to believe that our great country, steeped in the tradition 
of respect for the individual and his property, would ever knowingly confiscate 
private property or even seize and hold it indefinitely without payment of just 
compensation. 

The situation during and immediately after the last war understandably was 
one where feelings ran high, and some decisions then made in the light of existing 
conditions would, when looked at today and in retrospect, be questioned. From 
the point of view of the United States, it would seem that our chief aim in 
seizing German assets during the war was to prevent them from being used by 
our enemies in any way that was detrimental to our war effort. Right after the 
War, it appears that our major purpose in retaining such assets was to eliminate 


*Letter of the Secretary of State to the Vice President of June 6, 1955, Congressional 
Record, June 14, 1955, p. 6873. 

5 Hearings before Senate Judiciary Subcommittee on 8S. 3423, July 1 and 2, 1954, p. 174 
83d Cong., 2d sess. 

® Press release of Senator Olin D. Johnston dated June 9, 1955. 

7 Public Law 285, supra. 
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them as a German war potential. This is rather clearly evidenced in the preamb): 
to the Allied Control Council Law No. 5, issued in October 1945, which stated 

“Whereus the Control Council is determined to assume control of all German 
issets abroad and to divest the said assets of their German ownership with the 
intention thereby of promoting international peace and collective security by thi 
elimination of German war potentials, * * *” [Italics supplied. } 

The Varis reparations agreement evidences the same intent to eliminate these 
assets as a German war potential by providing in article 6 (a) that: 

‘ach signatory governmcent shall, under such procedures as it may choose, 
of German enemy assets within its jurisdiction in manners dé 
signed to preclude their return to German ownership * * *,.” 


hold or dispose 


{Italics supplied. | 
Nowhere in these or any other international agreement did we commit our- 
selves to a policy, even though temporary, that would preclude us from making 
ust compensation for these properties in our traditional manner. In addition, 
neither the Paris reparations agreement nor any other would prevent us from 
returning the specific properties as will be shown later herein. 

In the year 145, the question o: eliminating the German war potential was 
certainly an important and understandable one, even though the legal basis upon 
Which it was predicated was objected to by such respected neutrals as Switzer 
land, but just the reverse is true in the year 1955." Today we are building up 
the German war potential, but this time as our ally by asking her to join NATO 
and contribute an army of some 12 divisions, a tactical air force and a navy. With 
the change in world conditions, we have Wisely had a drastic change in our policy 
toward Western Germany. We have, however, negiected to bring about a con 
current and necessary change in our policy as to the treatment of the private 
assets of its citizens—a change which is of great importance if we are to con 
tinue to have the respect and friendship of those many thousands of German 
citizens, including their relatives and -riends, who had their assets here. 

No longer can we say we are retaining these assets in order to eliminate 
them as a German war potential, and if we continue to hold and in effect con 
fiscate them, then it must be on the basis of a compromise of our time honored 
principles, which will certainly react to our detriment in the years to come. 

itnven if we so compromised our principles to the point of saying that we would 
use the assets of these private German citizens to pay for American war claims, 
i. e., We contiscated private assets to pay public obligations, that argument would 
not hold true today as S. 2227 shows a clear way as to how these claims can be 
satisfied, and also the amount of the vested property far exceeds the amount 
of such claims. 

The only other conceivable reason why we would continue to hold these prop- 
erties would be under some theory that they were to be treated as reparations. 
Traditionally and under all theories of international law, reparations are a 
burden upon all the people of a defeated nation and not just upon a few who 
because they had faith and confidence in our country invested their assets here. 
In his statement of July 11, 1955, before the House Foreign Affairs Committee, 
the Honorable Daniel Bell, formerly Under Secretary of the Treasury and 
Director of the Bureau of the Budget, stated: 

“* * * any reparations should be paid by such nations as a whole and consti- 
tute a burden on all their people rather than a special burden on the few based 
on the circumstance of their having held assets in this country. Nor do | 
believe that the use to which we put such confiscated assets should be the basis 
for compromising our principles. Laudable as it is for example, to pay compen- 
sation to American prisoners of war, I cannot believe that this legitimate end 
justifies indefensible means, i. e., the confiscation of property of innocent per- 
sons. Certainly, the United States is not so bereft of principle or so deep in 
poverty that it must stoop to confiscation to discharge its responsibilities to its 
own citizens * * *”” 


8 See State Department press release of June 17, 1946, wherein is quoted a letter from 
Minister Stucki of Switzerland to the chiefs of the Allied delegations, in connection with 
the Allies’ demand that Switzerland turn over to them all assets there that were owned 
by private German citizens, and Minister Stucki said, “The Swiss Government stated it 
was unable to recognize the legal basis of these claims. * * *” 

*’See testimony of Secretary Dulles before Senate Judiciary Subcommittee on S. 3423 
July 2, 1954, p. 161, where, in speaking of the Paris Reparations Agreement, he said 
-“* * * Jit] was designed as a temporary measure perhaps to assure against a revival 
of German militarism and the use of important commercial assets possibly as an instru 
ment of German militarism. I think that danger has passed.” 

’ Hearings before House Committee on Foreign Affairs on H. J. Res. 272 et al., Jnly 
1 and 11, 1953, p. 94. 
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Furthermore, the private German citizens and companies that we ure dis 
riminating against are, and always have been, for the most part our friends 
These are the people who have had long established and close family, comme: 
ial, cultural, and other ties with our own citizens 

When one looks at the billions of dollars the United States has supplied to 
Germany for economic aid since the war and compares it with the much smallet 
mount of the private German assets that have been seized here, it is self 
evident that such totally divergent policies toward the German Government on 
the one hand and thousands of its citizens on the other are so irreconcilable that 
hey cannot be understood by the German people. No one likes to be told that 
his own property, which over the years he has worked hard to acquire, is to be 
taken away from him—but the same government that took it has supplied far 
reater sums to his own government—to his mind that is not justice rhis is a 

re way to alienate friends. 

rhe time for a positive decision to return these properties is now f we fa 

will undoubtedly commit us to the stigma of confiscation 


IHE PARIS REPARATIONS AGREEMENT 


Some people have referred to the Paris Reparations Agreement as preventing 

ir return of these vested properties. It is abundantly clear that this agreement 

no Way prevents a return of the German assets because 

1. The official State Department interpretations, as expressed by Secretar) 
Dulles last year in testimony before this same subcommittee on S. 5423 was 

“The [Paris Reparations Agreement] Was without authority whatever to 

nd the Congress of the United States in this matter. * * * I do not believe 

it the freedom of Congress in this matter has been curtailed in any way by 
his executive agreement. * As a matter of interpretation of that agres 

‘nt, it can be argued that it was not intended to operate in perpetuity, but 





s designed as a temporary measure perhaps to assure against a revival o 
German militarism and the use of important commercial assets possibly as an 
ustrument of German militarism. I think that danger has passed and that if 
he agreement be given that interpreation—which I think is a reasonable one— 
then the action which you contemplate [full return of the properties] is not 
only compatible with the powers of Congress but also is compatible with the 
executive agreement itself.” 

2. Many other signatory governments, not feeling they were bound by the 
agreement, have made some returns of the German properties they seized. These 
are Greece, the Union of South Africa, Denmark, Holland, Luxemburg, Norway 
and Belgium. 

3. The State Department has advocated, in S. 2227, a limited return of up 
to $10,000 to individuals only, and if the agreement does not bar a limited return 
then it necessarily follows that it is no bar to a full return. 

1. It is an executive agreement never presented to the Senate for advice and 
onsent to ratification and therefore cannot be binding on the Congress 


THE BONN CONVENTION 


It has been suggested that under the so-called Bonn convention, the German 
property owners had their rights to return taken away. Obviously, the property 
wners had nothing to say about the contents of this convention, and also 
the German Government had little voice in the writing of the provisions as 
they relate to the property question. 

First, however, let us see the nature of the convention. Actually, the original 
convention, and a protocol to the North Atlantic Treaty, were drafted in 1951 
and presented to the Senate for its advice and consent to ratification in June 
1952. Attached to the main convention were three related conventions, namely, 
one on Rights and Obligations Arising Out of the War and the Occupation, a 
Forces Convention, and a Finance Convention. These related conventions were 
referred to as executive agreements temporary in nature and subject to modi 
fication from time to time as the situation in Germany changes.” In chapter 
VI of the related Executive Agreement on Rights and Obligations, it was provided 
that the problem of reparation would be settled by the peace treaty be ween 
Germany and its former enemies or by earlier agreements, that Germany would 

11 See S. Ex. Rept. No. 16, Executive Q and R, 82d Cong., 2d sess., p. 10; also, S. Ex 
L. and M., 83d Cong., 2d sess., p. 8. 
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not object to measures taken with regard to its external assets, but that it cou! 

negotiate on such matters unless the three powers objected, and that Germany 
was to insure that the former owners of such seized external assets shall be 
compensated. Although much delay ensued before the basic convention and 
protocol were adopted, due to rejection of the EDC, the Senate on April 1, 1955 
gave its consent to ratification of an amended convention as finally agreed upon 
at Paris on October 23, 1954. No changes pertinent to the assets question were 
made, however, in the related executive agreement. 

In view of the foregoing, it is evident that chapter VI of the executive agreement 
likewise in no way prevents a return of these German assets because 

1. As Secretary Dulles stated in regard to the Paris agreement, this is also 
an executive agreement never presented to the Senate for its advice and consent 
to ratification, but only for information, and it is thus not binding on the 
Congress. 

2. Not only is it not binding on our Congress, but at the time that the basic 
convention was presented to the German Bundestag for ratification, that legis 
lative body took note of chapter VI of the related convention and simultaneously 
and unanimously adopted a resolution protesting the permanent confiscation 
of such external assets, thereby ratifying the basic convention with this res 
ervation. 

3. Article 4 of chapter VI authorizes, with the notification and nonobjection 
of the three powers, negotiations by Germany regarding these properties, and 
thus makes it clear that a return may be effectuated. 

4. The German Government neither expressly waived any rights to have these 
properties returned nor confirmed the action taken by the three powers ; it merely 
egreed to raise no objections, as any attempt to consent to such action would 
be in violationof article 14 of the German Constitution. 

5. Article 5 of chapter VI states that the German Government will insure 
that the owners of the seized properties will be compensated. This is an obvious 
attempt to shift an obligation to compensate the owners, which is reminiscent 
of the Versailles Treaty and was repudiated by our Government and denounced 
by our legal experts after World War I. Furthermore, it is absolutely im- 
possible for the German Government, from a financial as well as from a political 
point of view, to pay the owners. Even if the German Government had the 
financial means to pay the owners, the political situation would not permit it as 
this would be giving a preference to these owners over those Germans who 
suffered the ravages of war within their own territory and who have yet to be 
compensated for their homes and properties that were destroyed by Allied bombs 
and other means of warfare. Also there was no absolute promise by the Ger- 
man Government to pay these owners; it was only a promise to see that they 
were paid and without saying when. 

6. The provisions of chapter VI were forced on the German Government, as 
the German Bundestag stated in its resolution of reservation to ratification of 
the basic convention, as follows: 

“The German Bundestag with deep regret takes notice of the fact that the 
three Western Powers insisted that the regulations concerning German prop 
erty abroad, as contained in chapter VI of the Bonn convention, are to be in- 
cluded without change in the Paris agreement of October 23, 1954.” [Italics 
supplied. ] 


THE PAYMENT OF REPARATIONS 


As previously noted, the agreements mentioned stated that the problem of 
reparations would be settled by the peace treaty with Germany or earlier agree- 
ments. Many proponents desiring to have these assets confiscated would have 
one believe that if they were not, Germany would get off scot free and pay nothing 
tor the damages of the last war. I would like to point out where just the con- 
verse is true and Germany has already and is now obligated to pay fantastically 
large sums running into the many billions of dollars. 

In 1945 Germany suffered not only a military defeat but also a political and 
economic collapse—it was a devastated country. Its territory was split, and 
as we all know there are now two Germanys. Shortly after the military defeat, 
the Allies began a dismantling program which cost the Germans billions of 
dollars, and added to this were the heavy additional costs of labor, freight, and 
insurance in connection with taking factories down and sending them to other 


7 Bulletin of the Federal Republic of Germany of March 1, 1955, No. 40, p. 326. 
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countries, Next the ‘German Navy and merchant fleet was taken and dis 
tributed among the Allies. Occupation costs alone have run into the billions 
of dollars each vear. The Saar territory was taken and integrated into the 
French economy. There was substantial forced labor, forced export of timber 
oal, serap, ete., Which again ran into the billions. Many goods were taken 
unger becume widespread and the value of the German mark was so depressed 
that in order to keep the economy alive a currency reform was necessary and 
igain these invoked most substantial amounts. Gold was taken, and the Rus 
ans and French took large amounts of goods out of current production. Patents 
of great value were lost in most countries of the world. The Inter-Allied Repa 
ration Agency liquidated millions in German properties throughout the world 
and I understand that sizable amounts were transferred to our Government 
\ substantial program of restitution to the persecuted Jews was carried out 
In addition to these payments and financial losses, Western Germany has 


so assumed a moral obligation for the entire Germany under its agreement 
to pay Israel approximately $2 billion for the outrages Hitler committed agains 
the Jewish race Furthermore, some 600.000 refugees from the Communist 


Kast German Zone have fled to West Germany, and this requires about 450 
million marks per year to provide for their physical needs. Under the London 
Debt Agreement, the Federal Republic has assumed tremendous financial obli 
gations for Germany's external debts, including even World War I and subs« 
juent obligations, and, at our urging, it will create a German Army of some 
12 divisions to be integrated into NATO at a cost of some 3300 million per 
division, 

It can readily be seen, therefore, that Germany already has paid heavily fo 
ession of Hitler and will continue to do so in the future 

\s Senator Wiley stated on the floor of the Senate during discussions relative 
to the London Debt Settlement Agreement : 

“We are getting more money back from Germany than we have received from 
inv other nation to whom we have made loan 


hea ag 
iit 


fer 


CONFISCATION JEOPARDIZES UNITED STATES INVESTMENTS ABROAD 


To continue to adhere to a policy of confiscation is to endanger American 
investments abroad. Looking at this solely from a selfish point of view, in 
1928S our total private investments were only $7.4 billion, but in 1954 these had 
reached the vast total of $17.7 billion. This does not include, of course, our 
many additional billions of dollars in loans made by the Export-Import Bank 
and other goverumental agencies. 

Our own Government had already experienced creat difficulty with some other 
countries which attempted to ccenfiscate the property of our nationals. As early 
as 1915, we were having troubles with such confiscations in Mexico and numerous 
notes of protest were sent by our State Department to Mexican officials. In 
1928, Secretary of State Kellogg in a note to the Mexican Minister for Foreign 
Affairs said in part: 

“* * * When, however, any foreign government seeks to divest aliens of prop 
erty rights which have already been legally acquired, this Government, so far 
as its citizens may be concerned, rests under a positive duty to make repre 
sentation and efforts to avoid such action. This Government has been and is 
now concerned only with property rights in Mexico duly and legally acquired 
by American citizens under laws existing at the time of the acquisition, and 
has asked in the past and now asks that the guaranties afforded by the generally 
accepted principles of international law and equity be afforded by the Mexican 
Government for the protection of such rights.” “ 

The matter still not being finally settled in 1938, Secretary of State Hull 
found it necessary to send a note to the Mexican Ambassador stating in part: 

“* * * The Government of the United States merely adverts to a self-evident 
fact when it notes that the applicable precedents and recognized authorities on 
international law support its declaration that under every rule of law and equity, 
no government is entitled to exrpropriate private property, for whatever purpose, 
without provision for prompt, adequate, and effective payment therefor.” * 
| Italie supplied. ] 


18 Congressional Record of July 30, 1953, p. 8923, 83d Cong., 1st sess. 
™S. Doc. No. 96, 69th Cong. 1st sess., p. 22. 
1 Digest of International Law, Hackworth, 1942, vol. III, pp. 658-659. 
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In more recent years, we recall the seizure of the properties of the Anglo 
Iranian Oil Co. (a British corporation) by the Iranian Government and the 
crisis that ensued. The Honorable Averell Harriman, as a special envoy of the 
President to assist in resolving the matter, on September 15, 1951, wrote to the 
Iranian Prime Minister in part as follows: 

_ * As I have pointed out to your Excellency in the view of the United 
States Government, the seizure by any government of foreign-owned assets 
without either prompt, adequate and effective compensation or alternative ar 
rangements satisfactory to the former owners is, regardless of the intent, con 
fiscation rather than nationalization. There must be more than a willingness 
to pay; there must be the ability to do so in an effective form.” ” 

Even more recently, our State Department, in August 1953, sent an aide 
Inemoire to the Government of Guatemala in connection with the confiscation 
of certain properties there which were owned by United Fruit Co. In this paper 
the State Department pointed out: 

The obligation of a state imposed by international law to pay just or 
fair compensation at the time of taking of property of foreigners cannot be 
abrogated from the international standpoint by local legislation. * * * Inter 
national law cannot thus be flouted. Membership in the families of nations 
imposes international obligations.” ’ 

in thus be seen that if the United States continues to confiscate thes« 
German and Japanese assets, we will have grossly departed from our traditional 
adherence to the principle of sanctity of private property, and it will no doubt 
be used as a precedent against us for years to come and thus place in jeopardy 
our vastly greater American investments throughout the other countries of the 
world 


CONCLUSION 


inally, IT would like to refer to the statement of a man outstanding in his 
field, who, I feel, has summed up this entire question most succinctly. Con 
gressman Robert Hale, a ranking Republican member of the House Interstate 
and Foreign Commerce Committee, and a person with intimate knowledge of 
his preblem, on the floor of the House of Representatives on August 5, 1954, 
stated : 

“It used to be an established principle of international law, or at least it was 
so considered when I went to school, that enemy property was simply sequestered 
for the duration of hostilities and returned to the proper owners when the war 
was over. That principle should, I think, be adhered to and T think it most 
regrettable that there should ever have been any substantial body of opinion to 
the contrary. I regret to say that I think the House Committee on Interstate 
and Foreign Commerce may be somewhat at fault for departing from the prin- 
ciple because we did, shortly after the end of World War IT, report some legis- 
lation which earmarked for the payment of certain claims the alien property 
fund. That, I think, was entirely wrong. If the claims were good claims, they 
should have been paid out of the Treasury. If they were not good claims, they 
should never have been paid at all, even if we had endless enemy property kick- 
ing around. This is only another illustration of the ease with which a gov- 
ernment succumbs to the temptation of raiding a fund which should be pre- 
served for its owners. The alien enemies were not criminals. The only theory 
on which their property was seized in the first place was to prevent its being 
used to aid the enemy in the prosecution of the war. Let us bear in mind that 
precedents which we now establish may some day be cited against us.’ * 

In conclusion, I wish to reemphasize my strong feeling that the American war 
Claims should be satisfied and that the German and Japanese properties should 
be returned to their rightful owners. The United States has always been looked 
up to by the other countries of the world as the real center of liberty, freedom, 
and moral right. Let us not compromise these principles but reaffirm them for 
all the world to see. 


16 Correspondence between His Majesty’s Government in the United Kingdom and the 
Persian Government, and related documents concerning the oil industry in Persia—His 
Majesty's Stationary Office, 1951, p. 6. 

17 Press release of Department of State of August 28, 1953, No. 464. 

8 Congressional Record, August 5, 1954, 88d Cong., 2d sess., pp. 12 and 13. 
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rHE SWISS-ALLIED ACCORD OF MAY 25, 146, BETWEEN FRANCI 
frHE UNITED KINGDOM, THE UNITED STATES, AND SWITZERLAND 


LCOORD 


1. The Swiss Compensation Office shall pursue and complete its investigations 
f property of every description in Switzerland owned or controlled by Germans 
Germany, and it shall liquidate such property This provision shall apply 
equally to the property of such other persons of German nationality as are to be 


repatriated, 
z The Germans affected by this measure shall be indemnified in German money 
the property which has been liquidated in Switzerland pursuant to this 
ord In each such case an identical rate of exchange shall be applied 
Switzerland will, out of funds available to it in Germany, furnish one-half 
f the German money necessary for this purpose 
$ The Swiss Compensation Office shall exercise the functions entrusted to 
close cooperation with a Joint Commission which shall be composed of a 
epresentative of each of the three allied governments, and a representative of 
he Swiss Government. The Joint Commission, as all interested private per 
sons, Shall have a right of appeal against the decision of the Swiss Compensation 
Office. 
5. The Swiss Government will bear the cost of the administration and liqui 
dation of German property. 
II 


1. Of the proceeds of the liquidation of property in Switzerland of Germans 

Germany, 50 percent shall accrue to the Swiss Government and 50 percent 
shall be placed at the disposal of the allies for the rehabilitation of countries 
evastated or depleted by the war, including the sending of supplies to famine 
stricken people. 

» The Government of Switzerland undertakes to place at the disposal of the 

ree allied governments the amount of 250 million Swiss francs payable on 
demand in gold in New York. The allied governments declare on their part 
that, in accepting this amount, they waive in their name and in the name of their 
banks of issue all claims against the Government of Switzerland and the Swiss 
National Bank in connection with gold acquired during the war from Germany 

Switzerland. All questions relative to such gold will thus be regulated 


Ill 


The procedures relating to the application of the present accord are set out in 
he annex. 
IV 
1. The Government of the United States will unblock Swiss assets in the 
United States. The necessary procedure will be determined without delay. 
2. The Allies will discontinue without delay the blacklists insofar as they 
oncern Switzerland. 
V 
The undersigned representative of the Swiss Government declares on his part 
that he is acting also on behalf of the Principality of Liechtenstein. 
VI 
In case differences of opinion arise with regard to the application or interpre- 
tation of this accord which cannot be settled in any other way, recourse shall be 
had to arbitration. 
Vil 
This accord and the annex shall take effect upon their approval by the Swiss 
Parliament. 
This accord and the annex have been written in English and French, both texts 
having the same validity. 
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ANNEX 


I 


A. Property in Switzerland of Germans in Germany as defined under IV below, 
hereinafter termed “German property,” shall be liquidated in the followin 
manner : 

(a) Persons in Switzerland indebted to Germans in Germany shall be required 
to pay their debts into an account in the name of the Swiss Compensation Office 
with the Swiss National Bank and thus absolve themselves of liability. 

(b) All natural and juridical persons in Switzerland who in any form admin 
ister German property are to be required to surrender these assets to the Compen 
sation Office. Such action will terminate their liability. The Compensation 
Oilice will liquidate the property and pay the proceeds into the account men 
tioned under (a). 

(¢) The Compensation Office shall take title to all participations in Swiss 
enterprises or organizations belonging to Germans in Germany and shall liquidate 
them. The proceeds of liquidation shall be paid into the account mentioned 
under (a). 

(d) The Compensation Office will similarly proceed with the liquidation of any 
other German property. 

(e) The Joint Commission will give sympathetic consideration to Cases, 
brought to their attention by the Compensation Office, relating to property of 
Swiss origin located in Switzerland and belonging to women of Swiss birth 
inurried to Germans and residing in Germany. 

Bb. The Compensation Office will make every effort with the assistance of the 
Joint Commission to uncover all transactions of a cloaking nature whether bs 
pawn, pledge, mortgage, or otherwise, by which Germany properly was concealed, 
and will ensure their annulment. 

(. The Compensation Office will notify to the Joint Commission, for trans 
mission to the competent authorities in Germany, the amount realized by the 
liquidation in each case of German property with particulars of the names and 
addresses of the German owners of that property. The competent authorities 
in Germany will take the necessary measures in order that there will be recorded 
the title of the German owners of the property liquidated to receive the counter 
value thereof in German money, calculated at a uniform rate of exchange. An 
amount equal to one-half of the total of the indemnities accruing to the German 
owners will be debited to the credit existing in the name of the Swiss Government 
as the “Verrechnungskasse” in Berlin. Nothing in this arrangement shall here 
after be invoked by one or the other party to this accord as a precedent for the 
settlement of any Swiss claim upon Germany nor shall it be alleged that the 
Allied Government thereby recognized any right on the part of Switzerland to 
dispose of the credit above mentioned. 


II 


A. The Compensation Office will be empowered to uncover, take into possession, 
and liquidate German property. 

B. The Swiss Government shall carry out this accord in collaboration with 
the Goxernments of the United States, France, and the United Kingdom. For 
this purpose there shall sit in Berne or Zurich a Joint Commission composed of 
representatives of each of the four Governments, which shall act by majority 
vote. The functions of the Joint Commission are enumerated below. 

C. The Compensation Office and the Joint Commission will enter upon their 
functions as soon as possible after the coming into force of the accord. 

1). The Compensation Office will exercise its functions in collaboration with 
the Joint Commission. It will keep the Joint Commission periodically informed 
about its activities ; it will reply to inquiries submitted by the Joint Commission 
relative to the common objective, i. e., the uncovering, the census, and the 
liquidation of German property. The Compensation Office will consult the Joint 
Commission before making important decisions. The Compensation Office and 
the Joint Commission shall place at the disposal of each other all information 
and documentary evidence likely to facilitate the accomplishment of their tasks. 

KE. The Compensation Office shall as hitherto investigate the locus and status 
of items of property suspected by it or reported to it by the Joint Commission as 
being or believed to comprise a German property, or to be of doubtful or disputed 


RETURN OF CONFISCATED PROPERTY 


fide Swiss ownership The conclusions of the Compensation (office ‘ 

scussed with the Joint Commission 

F. The Compensation Office will settle, in general or particular, in consultation 

ith the Joint Commission, the terms and conditions of sales of German prop 
rty, taking into reasonable account the national interests of the signatory 
overnments and those of the Swiss economy together with the opportunity of 
btaining the best price and of favoring freedom of trade. Only persons of non- 
(jerman nationality who are in a position to present suitable guaranties will be 

rmitted to participate in the purchase of such property, and all possible 
easures will be taken to prevent resales to German persons 


Ill 


If the Joint Commission after consultation with the Compensation Office is 
nible to agree to the decision of that office, or if the party in interest so desires 
he matter may within a period of 1 month, be submitted to a Swiss Authority 
f Review. This authority shall be composed of three members and shall be 

esided over by a judge. This review will be administratve in form and the 

ocedure shall be prompt and simple. The decisions of the Conmpensat 
ifice or of the Authority of Review, should the matter be referred to it. sh 
be tinal. 

Nevertheless, if the Joint Commission is in disagreement with any decision 

the Authority of Review, the 3 Allied Governments may, within 1 month 
require the difference to be submitted to arbitration as follows: If the difference 

mcerns matters covered by the accord or the annex or their interpretation 
the difference may, if the Allied Governments desire, be submitted to an Arbitral 
fribunal. This tribunal shall be composed of 1 member designated by the 3 
\llied Governments, a member designated by the Swiss Government, and a third 
member designated by the 4 governments. Any such difference which is not of 
primary importance may, if the Joint Commission and the Compensation Office 
agree, be submitted for decision to the member of the tribunal who has been 
designated by agreement of the 4 governments, who in such cases will sit as the 
Arbitral Tribunal. 

The Arbitral Tribunal will not be restricted as regards the nature or proof 
of evidence produced before it and will have full jurisdiction to consider all 
matters of fact or law submitted to it. 

The decision of the Arbitral Tribunal shall be final. 

The expenses of the Arbitral Tribunal shall be a charge on the proceeds of 
he liquidation of German property, before their division. 


IV 


A. The term “Property,” as used in the accord and this annex, includes all 
everproperty of every kind and description and every right or interest of whatever 
nature in property acquired before the first of January 1948. For the purposes of 
the accord sums paid or payable by persons in Switzerland through the German- 
Swiss Clearing shall not be regarded as German property. 

B. The expression “Germans in Germany” means all natural persons resident 
in Germany and all juridical persons constituted or having a place of business 
or otherwise organized in Germany, other than those organizations of whatever 
nature the ownership or control of which is held by persons who are not of Ger- 
man nationality. Appropriate measures will be taken to liquidate the interests 
in Switzerland which German national resident in Germany have through such 
organizations and equally to safeguard substantial interests of non-German 
persons which would otherwise be liquidated. 

Germans who have been repatriated before the 1st of January 1948, or in 
connection with whom, before that date, a decision by the Swiss authorities 
has been taken that such persons should be repatriated from Switzerland, are 
ot be considered as falling within the expression “Germans in Germany.” 


Vv 


The Swiss Government undertakes, in recognition of the special circumstances, 
to permit the three Allied Governments to draw immediately up to 50 million 
Swiss frances upon the proceeds of liquidation of German property against their 
share thereof. These advances will be devoted to the rehabilitation and resettle- 
ment of nonrepatriable victims of German action, through the Intergovern- 
mental Committee on Refugees. 
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Vi 


A. Pending the conclusion of multilateral arrangements to which it is the 
intention of the three Allied Governments to invite the Swiss Government to 
adhere, and pending the participation of the Swiss Government in such arrange 
ments, no German-owned patent in Switzerland shall be sold or otherwise 
transferred without the concurrence of the Compensation Office and the Joint 
Commission, 


B. No German-owned trademark or copyright shall be sold or transferred 
without the concurrence of the Compensation Office and the Joint Commission 


Vil 


The preceding provisions do not apply to property in Switzerland of the 
German State, including property of the Reichsbank and the German railroads 


STATEMENT OF MR. DERBY, OF MONTCLAIR, N. J., MINORITY 
STOCKHOLDER IN GENERAL ANILINE 


Mr. Derny. I am appearing as a minority stockholder in General] 
Aniline & Film Corp., and also because of my interest and past ex 
perience in the chemical industry in connection with national defense. 

Senator Jounston. How do you classify yourself as a minority 
stockholder? In what way? 

Mr. Dersy. I own shares of General Aniline & Film Corp. 

Senator Jounsron. You don’t own the majority of the stock: 
that the reason ? 

Mr. Derby. That is for sure. I am 1 of about 2,000 Americans 
that bought the stock, after the company was vested, relying on the 
Federal law which provided that the properties would be sold to 
Americans. 

Senator Jomnston. That was after it had been seized ? 

Mr. Dersy. Yes, sir. 

Senator Jonnstron. Proceed, 

Mr. Dersy. By way of identification, to some of the statements I 
may make, Mr. Chairman, I spent my life in the chemical industry 
niy business life. During the war I was president of the Manufac 
tur ing Chemists Association of the United States. I was chairman of 
the Army and Naty Munitions Board, Chemical Advisory Commit 
tee, and during the war served under Secretaries Patterson and For 
restal. 

1 feel quite confident, Mr. Chairman, that in order to understand 
this subject—and I have heard a lot of testimony in the last 2 days 
of the things that America should do to avoid hard feelings with 
foreign nations—I think we should understand the history of the 
I. G. Farben Industry. 

Senator Jounsron. What do you think we have given $115 million 
to countries for? Rather, $115 billion to the countries for ? 

Mr. Dersy. I think we gave some $14 billion for foreign aid during 
the last few years, sinc e the war was ended, which is $100 for ev ery per- 
son in the United States to aid foreign countries. I think our record 
is good, Mr. Chairman, on aid to foreign countries. 

Senator Jounstron. Don’t you think we gave it to them out of 
friendship ¢ 

Mr. Dersy. I don’t think you can buy friendship. 
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Senator JomNsTon. Isn't that the argument thev used on the floor 
of the Senate / They used those arguments on the tloor of the Senate 

nd House, to build up cood relationship and fi rendship 

Mr. Dersy. I don’t think we can ever buy friendship. 

Senator JomNnston. | agree with vou 100 percent, 

Mr. Dersy. This is not a question of friendship so far as t : 
oncerned, Mr. Chairman. The Il. G. Farben Industry—may I 
ontinue ¢ 

Senator Jounsron. Go ahead. 

Mr. Derny. The I. G. Farben Industry was one of the greatest 
nstruments of war that has ever been created in this world. Without 

1e backing of l. Gy. Farben Industry, Hitler could not have organized 
is War machine in an attempt to conquer the world. It was built 
» as one of the greatest industries—basic industries—which con 
trolled the chemical business of the world, and as Woodrow Wilsor 
aid after World War I, never again shall we permit a foreign agent 
to have the control of our economy that was occasioned by reason of 
I. G. Farben’s ability to supply munitions of war. 

The American chemical industry was organized after World 
War I with an idea of providing national defense. 1. G. Farben then, 
finding it impossible to dominate the chemical market in the United 
States, came over and they organized the American I. G. Well, that 
name was not so popular, they found, so they changed it and finally 
organized the General Analine & Film Corp., taking over the assets 
of the German I. G. Farben that was existent in the United States. 

When Hitler was about to move into Poland, there was a plant at 
\fton, N. Y.. manufacturing nitrocellulose, a high-explosive plant, 
which cost a million or 2 million dollars. That plant was ordered 
dismantled and destroyed and it was done in 30 days. 

Now, I cannot conceive if the Swiss owned that plant, that they 
would have destroyed that plant and all its facilities, just prior to 
Hitler starting a world oon The American manufacturers had to 
supply those facilities, and it took 18 months to reproduce, in order 
to make high explosives for naval guns, for England and ourselves. 
Whether or not, at the time of seizure, there was reason for it, I think 
the Federal Government had every right to seize those. It was staffed 
by relatives and appointees of the German I. G. when Pearl Harbor 
occurred, and we investigated what our facilities were for coordi 
nating chemical manufacturers because that is the basis, Mr. Chair- 
man, of national defense. We found, as far as General Aniline & 
Film was concerned, we could place no trust whatever in what might 
be done. The FBI made an investigation and the War De ‘partment 
made an investigation and these properties were vested because there 
was no doubt in the minds of anybody that they were either owned 
or controlled by the I. G. Farben Industries. 

Since that period, and due to war conditions, until the end of the 
war, the company expanded; its facilities were used in providing 
defense materials for the United States. Thereafter, under Attorney 
General Clark, McGrath, and the present administration, the company 
has vastly expanded. When vested, those properties were worth some 
$35 million. They were dependent for operation on contracts that 
existed between the Germans and the American consumer. The stock 
setup of that company reflects entirely whether or not it was a German 
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institution. There are 2 classes of stock; one, the preferred stock and 
the other, the bonus stock, common stock. 

They had a provision that whenever a dividend was delcared on the 
preferred stock, you must pay 10 cents a share to 2 million shares of 
stock which they issued. So that it fixed it that the Germans who 
owned the stoe ‘+k would get 30 percent of whatever earnings were dis- 
tributed. Then they hi id another gimmick. That was the sales con 
* ut through a company that they organized and which was owned 

by the principles of I. G. Farben or their appointees, which siphoned 
off half of the ear nings before it ever got to the stockholders. 

Now, all the evidence—and it is on the record—it is a matter of 
record that every administration, since vesting, have got the evidence 
of how that proc ‘edure took place. So far as whether or not the stock 
holders were Interhandle or I. G., as it was called before the name was 
changed, that is not my function to determine. That is a matter for 
the court to determine. 

Senator JoHnston. What you have been talking about has been in 
the courts for the last 8 years, to say whether or not the Germans 
owned or controlled General Aniline. 

Mr. Derry. It seems to me to be very easy to determine, Mr. Chair- 
man. If they come in here as the people that own the controlling 
stock, the voting stock, of Interhandle to settle the whole case. 

Senator Jounsron. It is easy to say how easy it would be to settle 
it, but it has been in the courts for 8 years, has it not ? 

Mr. Dersy. It may be in for eight years more. I don’t know. It is 
definitely, Mr. Chairman, against the welfare of our national-defense 
system. I just wish to read one clause that Bernard Baruch—who 
is a pretty substantial gentleman—said before, in a hearing before the 
Committee on Military Affairs, authorizing the study of war mobili- 
zation problems, which is pertinent to this issue. 

Senator Jounson. What is the date? 

Mr. Dersy. June 22, 1945. 

Senator JonnstTon. That is when we were confiscating property, is 
it not 2 

Mr. Dersy. Yes. That is right. 

Senator JoHnsron. 1945. 

Mr. Dersy. Mr. Baruch said, and I quote: 

When defeat became certain, many of the German Nazi leaders and war in- 
dustrialists sneaked abroad assets of every type as reserves for that day in the 
future when they could try it again. German business abroad has traditionally 
been an instrument of economic and propagandist war. These assets and or- 
yvanizations should be weeded out and taken over everywhere. No hocus-pocus; 
no falling for dummy contrivances. If necessary, to make sure that these prop- 
erties really change hands, I would set up a corporation to finance such transfer. 

I agree with that sentiment. 

Senator Jounsron. Do you go along with Bernard Baruch’s wishes 
at the present time in regard to this matter? 

Mr. Dersy. I don’t know what they are, Mr. Chairman. I have no 
idea what they are. The thing that is important, it seems to me, to 
this committee and the United ‘States, is this: Here is a company that 
since vested has tripled in size. There has been upward of $50 mil- 
lion spent on research and much of that has been on research and 
development of products which are essential to our national defense. 
To turn those over for a year, as provided by the Dirksen bill, S. 995, 
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vuld in mv mind just be the most unthinkable th ng that could 
aut ly happen. In a year, they would have every bit of the secret 
nformation; all the value out of 1,000 patents they have taken. They 
might just as well take the whole company and keep it. They could 
pay fancy salaries. They could have contracts such as they had ls 
tore this was vested. An American stockholder would not hav 
| Chinaman’s chance nor would the defense system of America have 
. Chinaman’s chance if they wanted to handle it that way. 

Mr. Incotpspy. Could that matter be corrected by shortening that 
period of a year / 

Mr. Dersy. No. In 30 days he would get that information to West 
(rermany. In 2 weeks, it would be over in the Eastern Zone, in 
Russia. Of that, lam perfectly certain. 

Mr. Incotpssy. Thirty minutes would be too much time on that 
MASIS. 

Mr. Dersy. Half an hour would be too much time in my judgment. 

Let me point out to you a lot of the I. G. Farben plant in Eastern 
Germany, they are st: affed by Germans because they are German tec! 
nicians, and good German technicians, that were taken over at the 
same time that Russia took over those plants. They have families 
there in the Western Zone. Many of them have relatives. Be sure 
that any information that got in to the Western Zone would be over 
in the Eastern Zone just as we are sure today that Russia has tech 
nique in the Eastern Zone of the highest quality, and they are not 
Russians. 

Mr. Woop. Who is cloaking and protecting those secrets today, that 
ive of such vast importance to the national defense ! 

Mr. Derpy. They are an American company. 

Mr. Woop. Who are the individuals now who are cloaking and 
protecting them now, for the national defense of the United States? 

Mr. Dersy. What secrets? 

Mr. Woop, The secrets you are t talking about. 

Mr. Dersy. The companies themselves. How else could you do it ¢ 

Mr. Woop. They are under the general auspices of the Alien Prop 

erty Custodian, isn’t that right ? 

Mr. Dersy. Of course, the Alien Property Custodian has juris- 
diction. 

Mr. Woop. That is all. 

Mr. Dersy. That doesn’t go to the point I am making. 

Mr. Ixcoitpspy. Your point is confidential information, is it not / 

Mr. Derpy. Yes, sir. 

Mr. Ineoutpspy. Is that confidential information which has been 
developed in the various plants since the vestrent took place ‘ 

Mr. Drerny. Since the vesting of these properties; yes. 

Mr. Incotpspy. Assuming your theory is correct, there would be 
no confidential information involved in the period prior to thie 
vesting ¢ 

Mr. Dersy. Well, so far as the prior time, the company was op- 
erated by Germans and operated under German direction. Most of 
the raw material was supplied by Germany to the company. They 
were not even permitted to manufacture their own raw material. 

Mr. Incorpssy. If those statements were correct, obviously it would 
follow there could be no secrets up to that time, isn’t that correct’ No 
secrets from the Germans? 
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Mr. Derny. As far as America is concerned 

Mr. INcoupsey. As far as anybody is concerned. 

Mr. ~~" I don’t know what secret information the Germans 
used, so far as the Americans are concerned, that operated in the 
plant. The only thing they know is what came before their persona! 
attention. That has nothing to do with the subject I am talking about. 
Iam talking about the national defense. Eighty to one hundred mil 
lion dollars’ worth of production presently flows from these plants, 
which are in the General Aniline & Film Corp. Now, that is essential 
material to fighting a war. if we ever have to do so. They are materials 
of the greatest secrecy and materials that have been deve sloped under 
the clefense program ‘and | sav to turn those back for a vear; to turh 
the properties back for a year would be suicide. 

Senator JouNsron. Isn't it true—let’s get the record straight—is 
it not true that they appoint 3 citizens of the United States, approved 
by the United States Federal court, and they take charge of this fo 
2 months / 

Mr. Derny. How could they take charge, Senator. You turn over 
the operations of that business. Could any board of directors keep 
the people that would be in there running it, from finding out the 
confidential information / 

Senator Jounsron. You put 3 citizens of the United States in there 
to set the organization up. 


Mr. Dersy. As a practical matter how could they do it? Those 
secrets would vet out. 


Senator Jounsron. That is what the court wants to approve 
something that would protect us. 
Mr. Dery. That could not happen. You could not keep those 


employees from having the information from those developments. 

Senator Jonmnstoxn. How do you keep the employees now from 
knowing about these secrets ? 

Mr. Drersy. You don’t but they are loyal American citizens. IT am 
not afraid of information in the hands of loyal American citizens, 
but I don’t want it in the hands of some foreigner, no matter who 
he is. 

Senator Jounsron. You have 3 trustees running it during that 
l2 months. 

Mr. Derny. As a practical matter, Senator, 3 trustees or 10 or 20, 
in the operation of a business, could not keep that sort of information 
if the business management were in control of a foreign organization, 
such as was the case before it was vested. 

Senator Jounsron. There would still be Americans running it. 

Mr. Dersy. It would not be American-run because it would be 
turned back to the foreigners. 

Mr. INcotpspy. They are no more in control under this bill than 
a corporation—than the owners of a corporation are in control of a 
corporation ina Federal receivership. 

Mr. Dersy. It is not a practical matter in my best judgment. 1 
think the information would be easily available. ‘That 1s my opinion 
for what it is worth. Every one of the property custodians, since 
this has been vested, has been in favor of disposing of the property 
us soon as he can. You talk about making restitution. These prop- 
erties, as T understand it, were vested in iieu of reparations. 
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Senator JouNsron. Do you mean to Say then you are going to Gik 
people that trust the U nited States, do business with the United 
States during peace times, and you are going to take their propert 
Then, when we vo into a war with them, let all the people that aia 
ot trust the United States—Germany and other pee out ¢ 

Mr. Dersy. Under Senator Clements’ other bill, if anybody—a lk 
vitimate owner other than alien owners— under that bill that property 
would be sold and he would get whatever he had coming to him. 

senavlol JOUNSTON, W hat l am getting it is hot repr wionh. if 
lial, you would not be retur ning SLO.VOO to the | eople. 

Mr. Derny. | am talking about this property that is so essential for 
he national defense. I sity if this property were sold to the hig! 

dder, to Americans, and there is Swiss ownership or ot! 
ownership, they get their money out of it unde 
| dont see what — aint they could have. They 
t than they would if tl eV oper: ated it themselves, 
that. 

Mr. ING LDSBY. I can't quite see that youl feurs are 
on the issue of the release of contidential information 
that IT ask you that question is because, would you not agree 
other con ipanies somewhat smaller than General Aniline, and «| 
ho provisiol 1 inthe law tod: ay which would kee p German: s, Braz 
Knglishmen, anyone else, from coming Into this country and 
the controlling interest of these companies, 

Mr. Dernsy. Assume this was turned over to Germanys 

re pretty anxious for it. Germans are pretty anxious to find out 
the secrets of processes in this company aus the ‘Vy eXISt tod iV. Ln spite 
of any polici ing trusts that you have in there, they will be able to do 
that. 

Mr. INGotpssy. I am not talking about trusts or policing. You 
understood my question / 

Mr. Derpy. I thought I did. I think my answer applies. I say, 
f the owners——-if an owner wanted to get t these secrets, if you had a 
trustee—American trustees—they could do their best, vou ne ver could 
keep them from getting the secret processes and the information that 
would come about. 

Mr. INGoupsny. Forget about the General Aniline Co. for a moment. 
Talk about the NYZ company which is also in the chemical business 
as of today. Could not Germans, Brazilians, Englishmen, anybody, 
any nationals of foreign countries, come in and buy the aekeaniie 
interest in the NYZ chemical company’ Can’t they come mn al 
do it? 

Mr. Derny. As a practical thing, no. 

Mr. INGotpssy. Is there anything 1 in the law that stops them / 

Mr. Derny. No. It is a practical matter, just as this Is a practical 
matter. 

Senator Jounsron. As a practical matter, why are they stopped 
from buying the NYZ company 4 

Mr. Dersy. The Du Pont Co. ? 

Senator Jounston. Why pick Du Pont? 

Mr. Incorpssy. That is a billion dollar company. Make it a $5 
million company. 
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Mr. Dersy. In that case, probably it is owned by Americans that 
want Co keep their securities. 

Mr. INcoupssy. If they want to sell it, they could sell 

Mr. Derry. Of course. 

Mr. INcoLpsny. Foreign people could buy it. 

Mr. Derry. Supposing they could? That has nothing to do with 
what I am talking about in this particular case. I say in this par 
ticular case here, are essential secrets in the national defense and a 
great productive machinery is set up. If you turn it over to a foreign 
country, the United States will be the loser. That is what T maintain. 

Ever since the company was vested, there have been efforts made 
to turn this over to public sale. The legislation of the situation is a 
matter in the courts, as to who owns tt. [t is a matter of how it shall 
he decided. I believe that is up to the Supreme Court of the United 
States, but don’t let’s fool ourselves that we are dealing with some 
thing so secret to the Swiss nation, because I think we are naive whe! 
we think so; and T think also that so far as the testimony that I have 
seen in this case shows, there has never been any testimony that thx 
German I. G. Farben—and it has been busted up into six units at the 
present time, but you have the same owners in Germany today that 
you had when I. G. was in business before the war. I say to you, Mr. 
Chairman, that it is my considered judgment that if you want to take 

care of Switzerland, Belgian, whoever has an interest, the way to do 

it is under the Clements bill; sell the properties and anyone that estab 
lishes himself as a neutral, not an enemy, would get his money back, 
and I. G. Farben is getting it back. 

Senator Jounsron. Are you in favor of paying back the $10,000? 

Mr. Derry. I don’t know. I have not studied the $10,000 provision. 
That is a aalads that the State Department and the Justice Depart- 
ment have reason to insert. Iam not capable or competent to discuss it. 

Senator Jounston. Do you think a man who owns $10,000 in the 
corporation should be treated like an individual that owns $10,000? 

Mr. Dersy. I say, that provision of the $10,000 in the bill—if that 
is what you want my opinion on—I would not be capable or com- 
petent to discuss it at this time. I don’t know what was back of 
all of it. I am talking about the property of the General Aniline 
& Film Corp., 97 percent of which is foreign owned, or was foreign 
owned before vesting. 

Mr. Smrrury. Are you now or have you been a director of General 
Aniline & Film? 

Mr. Dersy. I have never been a director of General Aniline & 
Film. 

Mr. Smirury. You are only a minority stockholder ? 

Mr. Dersy. That is all I am—just a small, minority stockholder. 

Mr. Smirney. Not an officer? 

Mr. Drrsy. No. 

Mr. Smirnry. You never have been ? 

Mr. Dersy. I never have been an officer nor a director. 

Mr. Smrruey. You have never drawn any salary ? 

Mr. Dersy. I have never drawn a penny. 
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Mr. Smrrury. Are you, sir, an officer or director of 
ompany ¢ 

Mr. Dery. I am not an officer of any other company nor a director 
of any other chemical company. 

Mr. Smrrury. Have you ever been, sir / 

Mr. Dersy. Certainly I was. Until my retirement 9 years ago, | 
was pres ident of the American C vanide & Chemical Corp 

Mr. Smrrury. Were you also a member of the board of directors 

Mr. Dersy. I am not, no, sir, and have not been for 9 years. 

Mr. Smirney. | am asking you now, of the company of which you 
were president, were you ever a member of the board of directors 
of that company ¢ 

‘Vir. Dersy. Of course I was. 

Mr. Smirney. That isall I want to know. 

Mr. Woop. Were you ever a member of the board of trustees or 
the director of the American Chemical Foundation / 

Mr. Dersy. No. 

Mr. Woop. Did you know the late Douglas I. McKay ? 

Mr. Dersy. I met him. 

Mr. Woop. Did you know the late George .J. Corbett / 

Mr. Dersy. Yes, I know him. 

Mr. Woop. Did you know the late Francis P. Garvin 

Mr. Dersy. Yes 

Mr. Woop. He founded American Chemical Foundation. 

Mr. Dersy. Yes. 

Mr. Woop. Out of the chemical patents seized from World Wat 

Mr. Derpy. Of course, he did. 

Mr. Woop. American firms have plants in Germany, such as General 
Motors, Ford, American Business Machines, American QOil, other 
chemical concerns. 

Mr. Derry. No,sir. Those are not chemical companies. 

Mr. Woop. I say, and other chemical concerns. 

Mr. Dersy. What 4 

Senator Jounstron. American Chemical; Du Pont; Eastman. They 
have subsidiary plants in Germany today. 

Mr. Dersy. I never heard of Du Pont having any plant in Germany. 
Where is it located ? 

Senator Jounsron. You are hearing it now. 

Would you appreciate the Germans treating American investments 
in Germany today in the same fashion which you recommend that this 
committee would have the Congress treat German concerns and indi- 
viduals in this country? Would you recommend the same treatment 

Mr. Derry. If the situation were reversed, I would; yes. 

Senator Jounsron. Any other questions / 

We appreciate your coming before us. 

Mr. Dersy. Very good. Thank you. 

Senator Jounston. We dislike to limit anybody. We have some 
other witnesses here we cannot get to, at this time. 

I have here a letter from the Honorable Richard W. Hoffman, 
Member of Congress, 10th District of Illinois, which he has asked to 
be made a part of the record. 

(The statement referred to follows :) 
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STATEMENT OF Hon. RicHarp W. HorrMaAN, MEMBER OF CONGRESS 


lion. OLIN D. JOHNSTON, 


Chairman, Judiciafy Subcommittee on Trading With the Enemy Act, 
HOLC Building, Washington, D. C. 


My Dear Senator: Thank you for advising me of the hearings scheduled by 
your subcommittee concerning proposed amendments to the Trading With the 
Inemy Act. Because of a severe eye condition necessitating surgery, it will be 
impossible for me to appear before the subcommittee, and I should appreciate 
your inclusion of this letter in the record. 

The inequities resulting from the Trading With the Enemy Act were original): 
called to ny attention by the Honorable Floyd L. Thompson, who was former]) 
u member of the Illinois Supreme Court. Judge Thompson represented the bene 
ficiaries of a trust created in 1873 by the will of Luisa G. Bigelow, an Americar 
citizen and the widow of Adm. Abraham G. Bigelow of the United States Navy 
The trust was created for the lives of her three granddaughters, who were all 
American citizens, and upon the death of the last of them, the property was to be 
distributed among her great-grandchildren. 

The last surviving granddaughter died on February 4, 1951, long after the 
conclusion ‘of the war. Two of the great-grandchildren to whom the property 
Was to have been distributed are German citizens who reside near Hanover, the 
widows of German citizens. They were the victims of Nazi oppression, friends 
of the Allies, and they gave aid and comfort to Allied soldiers. All of their 
property in Germany was seized or destroyed during the war. 

During the period of the war, the title of the trust property was vested in 
American citizens, and the date of creation of the trust is itself evidence that 
it was not created for the purpose of evading the seizure of the American 
property of German citizens. The property did not vest in German citizens until 
1951, 2 years after vesting orders issued by the Attorney General of the United 
States on March 29, 1949, and on April 27, 1949. The value of the property 
which would have been distributed to the German beneficiaries was in excess of 
$600,000, and it was promptly seized by the Federal Government. 

The obvious inequity of this situation would be cured by the adoption of 8S. 
S54, introduced by Senator Langer. I hope, therefore, that the subcommittee 


will give prompt and sympathetic consideration to this bill, so that it may be 
presented to both Houses during the next session. 
With kindest regards. 
Sincerely yours, 


RicHarp W. HorrMan, 
Member of Congress. 
Senator Jounsron. I have a letter and statement from the Hon- 
orable Edgar W. Hiestand, Member of Congress, 21st District of 
California, which he wishes to have included in the record. 
(The statement referred to follows:) 


STATEMENT OF Hon. EpGar W. Hikstanp, MEMBER oF CONGRESS, 21sT DISTRICT 
OF CALIFORNIA 


Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Aet, 
Judiciary Committee, United States Senate, Washington, D.C. 

DrEAR SENATOR JOHNSTON: Thank you very much for your courtesy in notify- 
ing me of the public hearings to be held on November 29 and 30 by your subcom- 
mittee on several bills to amend the Trading With the Enemy Act. 

Since I have introduced legislation in the House, which is pending before the 
House Interstate and Foreign Commerce Committee, that seems quite similar 
to S. 854, one of the bills that will be considered by your subcommittee, I am 
submitting herewith a statement on the subject legislation, which I should like 
to have included in the record of hearings of your subcommittee. 

I am also enclosing herewith a copy of my bill, H. R. 2135. 

It is my sincere hope that the proposed legislation will be favorably consid- 
ered in the next session and I greatly appreciate this opportunity to express 
my views on the subject. 

Sincerely yours, 
EpGar W. HIEsTAND, 
Member of Congress. 
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(The bill is as follows:) 


fH. R. 2135. 84th Cong lst Sexes 


\ BILL to amend section 32 of the Trading With the Enemy 
as to permit the return under such section of amounts pay 
funds created by American citizens 


Be it enacted by the Senate and House of Representatives of the Luited States 

imerica in Congress assembled, That section 32 (a) of the Trading With the 

Kknemy Act of 1917, as amended, is amended by adding at the end thereof a new 
paragraph as follows: 

“In any case in which the property or interest vested in or transferred to the 
Alien Property Custodian consists of payments, or the right to receive payments, 
out of a trust fund established prior to December 7, 1041, by a citizen of the 
United States for the benefit of a citizen subject of Germany, Austria, or Japan 
the President, or such oflicer or agency as he may designate, liay, upon applica 
tion therefor in such form as the President or such officer or agency may prescribe 
filed by the grantor of such trust or his legal representative or successor or inte! 
est by inheritance, devise, bequest, or operation of law, return such property o 
uterest to such grantor, legal representative, or successor in interest 

Sec. 2, Notwithstanding the provisions of section 33 of the Trading With the 
Knemy Act of 1917, as amended, a claim for return based upon the amendment 

iade by the first section of this Act may be filed at any time within three years 
after the date of enactment of this Act. 


STATEMENT OF EpGAr W. HIESTAND 


My name is Edgar W. Hiestand, Member of Congress, 21st District, California 
| am here in behalf of legislation introduced in the House by me in the S3d 
Congress and reintroduced in the 84th Congress, H. R. 3174 and H. R. 2135, 
espectively, to amend section 32 of the Trading With the Enemy Act. This 
proposed legislation is similar in purpose to several bills that are being considered 
here today by your subcommittee. 

Mr. Chairman, I have introduced this legislation in behalf of American citizens 
who have next of kin and close friends in Germany, Austria, or Japan, and who 
have tried to provide for them by creating trust funds which would insure fo 
these unfortunate people a means of sustaining themselves, even after the 
crantor’s death. 

The trusts were created by American citizens from property earned and saved 
iv their own labors, right here in America. This property is not foreign prop 
erty owned by nationals of Germany, Austria, and Japan. The beneficiaries 
receive only the interest and income from the trust fund. 

Under the act as it now stands, the property of these Americans is confiscated 
To make the matter clear, let me state the case of a man who was born in 
America of parents of German origin. His father had two spinster sisters 
living in Germany at the time of his death, for whom he had provided during his 
lifetime. At the time of the father’s death, the son, recognizing the father's 
wishes, set up a trust fund which would provide these two women with $50 
apiece, per month, for the rest of their lives. Under this act, as it now stands, 
the income from this trust, plus a substantial portion of the corpus, has been 
confiscated by the United States Government, and is vested with the Alien 
Property Custodian. The ultimate effect of this action has been to deprive the 
grantor and his two sons, both World War II veterans, who take at the termina 
tion of the trust of property that which rightfully belongs to them. 

Our Government has divested not only the property in the name of German 
Austrian, and Japanese nationals, but has taken the property of American citi 
zens simply because they were unfortunate enough to have close friends and 
relatives in Germany, Austria, and Japan. The property concerned here is not 
enemy property in the strict sense of the word, nor is it enemy property within 
the spirit of the Trading With the Enemy Act. It is intrinsically and inherently 
American property. 

Many of the trusts created by these people to help impoverished and destitute 
relatives were created at the expense of their own families living here in Amer 
ica, thus decreasing their own children’s inheritance, in order that the bene- 
ficiaries might be able to sustain life itself. And now the United States Govern 


} 
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ment has taken the properties which, under the circumstances mentioned, a: 
American citizen may have left to his wife and children. 

An anomalous situation is thereby created. Since the end of the war, millions 
of pounds of food and clothing have been sent to these countries. Americans 
with friends and relatives abroad have assisted these unfortunate people in every 
way to make life possible for them. However, the American who has sought 
to achieve the same objective by means of a trust fund has not only had the 
beneficiary deprived of the intended benefits, but has been penalized by having 
his property confiscated. 

Many of these trust funds go back to the early twenties, before hostilities 
providing small sums to be paid to needy relatives. These trusts were also vested 
in the Alien Property Custodian, and not only was the income taken but the 
entire trust was taken. Surely the American citizen who was the testator had 
not the intention of helping an enemy power. He only wanted to eliminate and 
alleviate human suffering and help the needy. 

The amendment to the act which is here proposed provides that the return of 
property may be made by the United States Government in cases where the in 
terest of the German, Austrian, and Japanese national in the property consists 
of payment or the right to receive payments out of a trust fund established prior 
to December 7, 1941. 

I therefore respectfully request this honorable committee give favorable con 
sideration to the proposed amendment. 


Senator Jounstron. I have a letter here from Hon. John W. Hesel 
ton, Member of Congress from the First District of Massachusetts, 
which he has asked be made a part of the record. 

(The letter referred to follows :) 


Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Senate Committee on the Judiciary, 
Washington, D. C. 

DEAR Mr. CHAIRMAN: I acknowledge with appreciation the subcommittee 
notice of the public hearings on November 29 and 30 on the listed Senate bills. 

Since I do not expect to be in Washington on either of those days, I am taking 
advantage of your suggestion that a statement would be acceptable to the sub- 
committee for its record. 

I am not acquainted with the full provisions of the four Senate bills listed 
and I realize that the subcommittee does not have before it the provisions of 
House bills dealing with the subject matter. However, I would like to be re- 
corded as very much interested in the provisions of H. R. 6586, 84th Congress, 
1st session, filed by my colleague, Congressman McCormack, on June 1, 1955. 

Over a considerable period of time, I have been convinced an interpretation by 
the War Claims Commission of the words, “affiliated with” in section 7 of the 
War Claims Act of 1948 did not clearly reflect what seemed to me to be the clear 
intention of Congress in using those words. I do not wish to burden the sub- 
committee with an analysis of this point since I am confident that it will be 
before the subcommittee in complete detail. Rather, I would like to indicate 
my support of the amendment proposed by H. R. 6586 and my hope that the 
subcommittee will include the substance of such a proposed amendment in its 
report. 

Respectfully yours, 
JOHN W. HESELTON. 


Senator Jonnsron. The Honorable Katherine St. George, Member 
of Congress, 28th District of New York, wishes to have her testimony 
on S. 3423, 83d Congress, included in the record. 

(The statement referred to follows :) 

Hon. OL1In D, JOHNSTON, 


Chairman, The Judiciary Subcommittee on Trading With the Enemy Act, 
Senate Office Building, Washington, D. C. 
My Dear SENATOR: I appreciate the opportunity you have given me to incor- 
porate in the hearings before your subcommittee my previous statements on 
proposals which would amend the Trading With the Enemy Act. 
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The testimony I should like to include appears on page 15 of the hearings 
hefore the subcommittee of the Committee on Foreign Affairs, House of Repre 
<entatives, 84th Congress, Ist session, on House Joint Resolution 264 and other 
bills, and was presented on July 1, 1955 

Very sincerely yours, 
KATHARINE Sr. Gponer 


STATEMENT OF Hon. KATHARINE St. Groror, A REPRESENTATIVE IN CoNGREsSS FROM 
rHe STAte OF New YorK 


Mrs. St. Georce. Thank you, Mr. Chairman and members of the subcommittee. 
I am very happy to appear before this subcommittee because this resolution 
covers some matters that I have been very deeply interested in for some time. 
I introduced legislation to effect the return of enemy property in the last Con- 
gress. I did not reintroduce it at this session because I was waiting, and I 
think this was the part of wisdom, until negotiations in West Germany had been 
terminated, as the picture Was not very clear up to that time. 

I think this resolution has a great deal of merit. In my opinion, however, it 
does not go entirely far enough. What I like particularly about this resolution 
is that it states “to pay amounts equal in value to all property and interest 
taken by the United States since December 18, 1941.” 

Mr. Chairman, I have always been very much opposed to the idea that a 
part payment would wash a debt away. 1 think either you owe something 
or you owe nothing. But I don’t think we can salve our consciences nor do I 
think it fits in with the past history of our country to say that we will pay off, 

was originally intended, or at least was in some bills that were 
“10,000, and then say that washes the debt away, because of 
nothing of the kind. 

I have some documents here which I would like to just go over briefly with 
vou to show that the idea of confiscating enemy property is entirely contrary to 
our past history. As a matter of history, even as far back as after our Revolu 
tion, when we were certainly a very poor country and needed whatever we 

ould grab a hold of, to put it bluntly, we stood up and paid back to the British 
subjects who had left this country all that we owed them. 

Alexander Hamilton write at that period, and this is a quote from his own 
writings: “that no powers of language at ny command can express the abhor- 
rence I feel at the idea of violating the property of individuals which in an 
authorized intercourse in time of peace has been confided to the faith of our 
Government and laws on account of controversy between nation and nation. 
in my view, every moral and every political sense unite to consign it to execra- 
tion.” 

These same ideals were upheld by Chief Justice Marshall, John Bassett Moore, 
and many others, including Secretary of State Cordell Hull. 

So it is safe to say that until very recently, regardless of whatever any other 
nation may have done, it has not been the policy of the United States to con- 
tiscate and hold private property. 

There is one question that I am not at all sure this resolution will entirely 
cover. I would like to bring it up. It affects probably very few people. But 
it certainly works a very great hardship on them. There are some American- 
born nationals who married some years ago and had to give up their nationality. 
As you know, Mr. Chairman, it is only very recently that women could keep their 
citizenship when they married in foreign countries. So there are a great many 
women, middle-aged, elderly if you will, who have had to abandon their citizen- 
ship. Their property in the United States was American property, and in the 
cases I am thinking of, specifically, they were trust funds set up by their fathers, 
grandfathers, or mothers for their benefit and held in the United States. These 
moneys have been confiscated. These people are unable to get any satisfaction 
of any kind or to get them back. They are now living in poverty or being sup- 
ported by those members of their family who are willing to do it. 

This, it seems to me, is a singularly unfair situation because the money in 
volved was American money. It was kept in the United States for them: the 
income naturally was paid to them, but the principal never left the United States. 
Yet these people today cannot get 1 penny of this income. 
they are living in poverty. 

I am just bringing this up as an instance of the kind of hardship and injustice 
that this kind of wholesale confiscation can work on individuals. 

Mr. Chairman, when I first introduced legislation to correct these situations 
I was told that one great objection was that certain corporations that had been 


presented, 
course, 1f does 


In many instances 
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confiscated had in the meantime under American management made tremendous 
xvains in their capital and in their stock value. For that reason I would be per 
fectly willing to revise my thinking along those lines, and have this legislation, 
as | think this resolution does, apply to private individuals. I think if we ca 
do that first it would be well. Of course, I know it is the fashion to rail at 
soulless corporations, but I would like to point out to you there are a few people 
some of them widows and orphans, who have souls, who live from the dividends 
of some of the soulless corporations. Nevertheless, what [ am principally inter 
ested in are the rizhts of the individual and also the traditions of our great 
country. 

Il feel very sure that the traditions of this country have always been not to 
confiscate private property; if it was confiscated during war, to return it, as is 
suggested under this resolution, with anything that may have accrued in the 
way of interest during that time. 

lor that reason, Mr. Chairman, I sincerely hope that this resolution will pass 
and that it may even be broadened a little to take care of some of these people 
who are not covered by the resolution. I commend the committee for bringing 
this up. Iam very sure it will be handled sympathetically and intelligently. 

Mr. Hays of Akransas. Thank you, Mrs. St. George, for an excellent presenta 
tioh. 


Senator JouNsron. Congressman Eugene J. Keogh of Brooklyn, 
N. Y¥.. asked that the statement of Edward S. St. John, attorney, ot 
New York, be included in the record. 


STATEMENT OF Epwarp S. St. JoHN 


I am Edward S. St. John, an attorney at law with offices at 30 Rockefellet 
Plaza, New York 20, N. Y. I represent Margit Sigray (now an American 
citizen), a granddaughter of Marcus and Margaret P. Daly, a niece of James 
W. Gerard, our Ambassador to Germany immediately prior to our entry into 
World War I, whose mother, Harriet Daly (an American citizen), married 
Count Anton Sigray (a Hungarian), prior to the First World War. 

My client is a beneficiary in six trusts created by her grandparents, either 
by deed of trust or by their last wills and testaments. My client’s grand 
mother, Margaret P. Daly, created a trust by deed with the Corn Exchange 
Bank Trust Co., dated May 9, 1929, which provided for a life estate to my 
client’s mother who died in 1950, a life estate to my client who was a resident 
but not a citizen of this country at the time of her mother’s death and the 
remainder to my client’s issue, or upon failure of issue to descendents of 
Margaret P. Daly. My client’s interest in this trust has been blocked by Vesting 
Order No. 1851, dated July 19, 1945. In the other five trusts my client is a 
contingent remainderman. Her interests in these trusts are blocked by Vesting 
Orders No. 1793, dated July 12, 1943; Vesting Order No. 1835, dated July 19, 
1943: Vesting Order No. 1836, dated July 19, 1943: Vesting Order No. 1840, dated 
July 19, 1948; and Vesting Order No. 2909, dated January 11, 1944. 

My client is remainderman by assignment from her mother of a trust created 
under the will of Martha K. Evans, blocked by Vesting Order No. 1195, dated 
April 2, 1943. 

From the foregoing it appears that the funds in which my client has an 
interest (now blocked) were of my client’s maternal grandparents. 

My client's interest in these funds was blocked under Executive Order No. 
8389, dated March 13, 1941. 

My client’s father was a member of the Upper House of the Hungarian 
Parliament. During World War II he was friendly to the Allied cause. |! 
have attached hereto as an appendix affidavits of Anthony Szapary and Bela 
Varga attesting to his Allied sympathies. His daughter shared her father’s 
feelings as is also evidenced from those affidavits. Because of his sympathies, 
when Germany occupied Hungary in March of 1944, my client’s father was 
incarcerated at Mauthausen Prison Camp from which he was released by the 
United States Army in 1945. My client stayed in Hungary with her father 
until after his release from that prison camp. My client and her father were 
granted asylum in this country when they returned with her mother, an 
American citizen, in 1946. My client’s parents died in 1950 and my client is now 
an American citizen. 

This statement is submitted in connection with: 
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S. SO4, to amend section 32 of the Trading with the Enemy A: 

mended, so as to permit the return under such section of prop 
acquired, by gift, devise, bequest, or inheritance, from 

Zen 

Ss. 995, to amend the Trading with the Enemy Act so as to 

f vested (now blocked) property 

The trading with the Enemy Act ‘(hereafter called “The 
erally of “any property or interest” and “choses in action, and rights and « 
every character and description fhe recent amendment of the Inter 
tional Claims Settlement Act of 1849 (Public Law ZS5, S4th Cong... ch. (45 
ss.) specifically prohibits the vesting of blocked assets of natur: por 
ind further provides that these assets are to remain blocke stab jes of 
decision as to their disposition 


The suhcommittee now has before it proposed lecislation (S. So4 wil 


enacted in present form, will permit eligible German or Austrian nationa 
‘ly for a return of property or proceeds thereof, if such property or pi 
' 


olved from an American citizen or mother who at the time of her mari 
was an American citizen by gift, devise, bequest or inheritance iso befor 


ubcommittee is S. 995 which bill provides procedures for the return of 
vested property with certain exceptions 

S. 854: Objection is made to this bill for the reason that it provides relief to 
itizens or nationals of Germany or Austria while omitting a standard of relief 

citizens or nationals of Bulgaria, Hungary and Rumania. It does not appear 
easonable that German and Austrian nationals should receive preferential 
treatment in this ty pe of legislation in view of historical considerations havin 
o do with the outbreak of war in September 1939 

Under Exeentive Order S389, April 10, 1940. assets of Rumania were blocked 
on October 9, 1940; of Bulgaria on Mareh 4, 1941: and of Hungary on March 1 
1941. ‘The reasons for the then blocking of assets are beyond question. How 
ever, the continuation of such blocking, especially as it concerns moneys or 
property specifically devised or willed to former enemny nationals by citizens 

the United States, no longer appears necessiry or beneficial to the interests 
f this country. It would serve no purpose to prevent the distribution of an) 
property or interest or proceeds by gift, devise, bequest. or inheritance where 
there would be no danger that such distribution would inure to the benefit o 
the U.S. S. R. and its satellites. 

This subcommittee should not report favorably on S. 854 in its present form 
The historical situation with respect to Hungary best typifies this situation. The 
seopolitical position of Hungary after the rise of Nazi Germany resulted in het 
“forced” expulsion from the Western Allies and the increasing domination by 
Germany. Without parliamentary approval, and acting under duress, Hungary 
declared war on the United States on December 15, 1941. President Roosevelt, in 
his message to the Congress on June 2, 1942, recognized the fact that Hungary was 
in unwilling partner in the war against the United States. After the declara 
tion of war large segments of the Hungarian population openly espoused the 
\llied cause or at least endeavored to establish a neutral course of conduet 
toward the conflict In March of 1944 Germany found it necessary to oceryppy 
Hungary and imprison and execute many of its citizens. Of course, this action 
vas repeated upon the establishment of the present satellite government in 
Hungary. 

It is recognized that it would not be in the best interests of the United States 
o release blocked assets to citizens or nationals of the present regime of Hm 
gary. Notwithstanding the exculpatory provisions of section 32 (a) (2) (1D f 
the act in force now, there are many individuals who, in the opinion of the 
Office of Alien Property, do not qualify for a return although they may have 
heen imprisoned during the German occupation and forced to flee the countrys 
upon the advent of the present Government. This is so because the act present] 
requires that an individual who claims political discrimination must show that 
he “at no time between December 7, 1941, and the time when such law, decree 
or regulation was abrogated, enjoyed full rights of citizenship under the law of 
such nation.” 

Since open criticism of the “official” attitude of the Hungarian Government 
from the time of formal declaration of war until the German occupation in 
March 1944 was tolerated (at the same time being proscribed), many nationals 
of that country did not suffer the consequences for their political views until 
<ubsequent to the German occupation. Thus, these nationals have not suffered 
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loss of rights of citizenship precisely from the date fixed by the statute. Th: 
Office of Alien Property seemingly requires that a claimant establish a “coutinnu 
ous” deprivation of political rights from December 7, 1941, withuut regard to 
other considerations. 

Many of these claimants, or their heirs or descendants, are now residents o 
citizens of the United States or other friendly nations. Adequate safeguards 
could be written into an amended text of this proposed bill to prevent any re 
leased property from going into the hands of the satellite governments of Hun 
gary, Buigaria, or Rumania. 

After providing the citizens or nationals of Bulgaria, Hungary, and Ru 
mania be included in the provisions of the bill an additional requirement could 
be added as a condition precedent to the effect that no present citizen or national 
resident of Bulgaria, Hungary, or Rumania (or other Communist-dominated 
countries) shall be eligible for the benefits thereof. This would permit a lin 
ited number of claimants to recover property to which they may be entitled and 
would obviate the discriminatory provisions in favor of German and Austrian 
nutionals. 

S. 995: This bill provides for the return of blocked assets with the exception 
(a) of property owned by governments which were at war with the United 
States since December 7, 1941; (0) where the owner has ilready received com 
pensation in whole or in part by governments other than the United States: (¢) 
no return shall be made to persons who have lived in areas under U. S. 8S. R 
domination after January 1, 1954: (d) no return shall be made to persons if 
the property can thereafter be seized by any foreign government. 

The proposed legislation also provides that the President require the owners 
to dispose of the returned property within 12 months after the return. 

If the Attorney General finds that the property is stock of any corporation or 
ganized in the United States and that the return of such stock to noncitizens wouid 
prejudice the rights of citizen shareholders, he may order the stock sold at public 
auction, the proceeds thereof going to the owner. 

This bill provides that no cause of action shail accrue to the owner of the re 
turned property because of any deduction or retention of part of the proceeds 
for the purpose of paying taxes, expenses, etc. No cause of action may be had 
because of the retention, sale, or disposition of the property during the time 
it was vested in the Alien Property Custodian. 

If a return is to be made to a nonresident of the United States, 60 days notice 
of return must be published in the Federal Register. 

There appears to be no valid objection to the approval of 8S. 995. The neces- 
sity for retainine the blocked funds or property is no longer present. The 
provisions of International Claims Settlement Act of 1949 as amended in large 
measure provides for the payment of claims by nationals of the United States 
against the Governments of Bulgaria, Hungary, Rumania, Italy, and the 
Soviet Union. 

By the provisions of the amended International Claims Settlement Act, a 
claimant against Hungary, Rumania, or Bulgaria must have been a United 
States national continuously since the date of the armistice with the country 
involved, or one who declared his intention to become a citizen before the 
armistice, had been continuously a United States resident before the armistice 
date and September 15, 1947, and have been a citizen continuously since Sep 
tember 15, 1947. In the case of a claimant against Italy, the person need 
only have been a national of the United States continuously since the time of the 
loss. 

The provisions of the alien property law as presently enacted do not contain 
terms as favorable as those granted to claimants under the International Claims 
Settlement Act. Under the terms of the alien property law a person who meets 
with the qualifications noted in the preceding paragraph with respect to Hun- 
gary, Bulgaria, and Rumania could not obtain a return of his property. He 
would be relegated to the relief available under section 32 of the act as a con- 
dition precedent to a return. 

As stated earlier, the act speaks of “any property or interest” therein and 
“choses in action, and rights and claims of every character and description.” 
Certainly, this is all inclusive and imposes a rigid formula upon the Office of 
Alien Property with respect to determinations to release blocked assets to the 
rightful owners thereof. Thus, the Office of Alien Property effectively refuses 
to release blocked funds or property or even contingent interests in estates and 
trusts, although the claimant may now be a resident or a citizen of the United 
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States. Present income from various trusts and estates remain blocked although 
he claimants are residents or citizens of the United States 

Examples of some of these blocked accounts and the hardships created therely 
ire herewith stated: 

Vesting Order No. 1195, dated April 2, 1{438: in this case a beneficiary of a 
trust, who was a native born citizen of the United States and whe resided in 
Hungary with her Hungarian husband, assigned her interest in the trust to 

er daughter who was born in Hungary. That daughter is now a citizen 
of the United States and a resident of this country since 1946, when she fled 
Hungary with her mother and father (the latter having been imprisoned in a 
Nazi prison camp for political reasons). The principal and accrued income of 
this trust exceeds $20,000, . 

Vesting Order No. 1851, dated July 19, 1943: The persons involved are the 
same as those mentioned in the preceding paragraph. In this case, however, the 
mother was a life beneficiary, the daughter is also a life beneficiary, and the 
principal and accumulations of income are to go to children and children of 
deceased children of the daughter. The mother died in the United States and 
the daughter was a resident of the United States at the time she succeeded to 
the life estate Even though the daughter is presently a citizen the Office 

f Alien Property continues to receive the income from the trust presumably 
n the theory that the interest of the daughter when seized in 1943 was a con 
tingent right, claim, or interest and that the seizure applies to all accumulations 
of what once was a contingent interest. 

It remains unsettled the view of the Alien Property Office what will happen 
to the trust and accumulations upon the death of the daughter if she dies leaving 
issue. 

Vesting Order No. 1835, dated July 19, 1943: In this matter, a former citizen 
of Hungary has become a citizen of the United States. <A contingent interest 
in an inter vivos trust was seized and the interest remains contingent to this 
day. The vesting order also covers the issue of the claimant. 

Similar situations are encountered in the following vesting orders: 

Vesting Order No. 1793, dated July 12, 1948: (A contingent interest whic! 
was wiped out because of the taking by primary beneficiaries not subject to U 
terms of the act) : 

Vesting Order No, 2909, dated January 11, 1944: (Partially wiped out because 
of the taking by some beneficiaries) ; 

Vesting Order No. 1836, dated July 19, 1943; and Vesting Order No. 1840 
dated July 19, 1943. 

It is evident from the above that considerable administration and accounting 
is required in denying to a citizen or citizens of the United States his or their 
interest in blocked assets. Certainly in’ the specific cases mentioned no benefit 
would inure to any former enemy government by reason of the unblocking of 
the specific assets. 

The standards and safeguards provided in S. 995 afford sufficient protection 
to insure that satellite governments of the Soviet Union, war criminals, and 
others of a similar nature, will obtain no relief under the proposed amendment 

Sufficient reasons have not been advanced to deny to private citizens of former 
enemy nations their property rights so long as the continued deprivations are 
not shown to be in the best interests of the United States. 

Conclusion. 

Each of the bills discussed herein provide a basic policy which should be 
adopted by this subcommittee and eventually by the Congress. That policy is, 
or rather should be, directed to the proposition that private property of former 
enemy nationals should not be confiscated or withheld after the necessity or 
reasons for the withholding are ended. 

S. 854 provides a measure of relief but only to citizens or nationals of Ger- 
many or Austria. It should be amended to provide similar relief to citizens or 
nationals of Bulgaria, Hungary, and Rumania with appropriate safeguards to 
insure that the benefits shall not go to the satellite governments of such countries. 

S. 995 appears to be designed to permit the release of all blocked funds to the 
persons entitled thereto and contains appropriate safeguards to prevent distri- 
bution to governments or persons whose control over the assets would be inimi- 
able to the interests of the United States. As such, this bill is preferable to 8. 
S54 even though amended as suggested herein. 

Hither bill would take the Government out of other segments of private enter- 
prise and business in line with the policy of the administration. By returning 
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the blocked assets additional capital will be available not only in Europe but in 
the United States 


It is respectfully suggested that this subcommitte report favorably on S. 995, 
or in the alternative, to report favorably on S. 854, provided the same is amended 
to include return to former Hungarian, Bulgarian, and Rumanian nationals 
where such return would not benefit the mentioned countries. 


(Appendix TI and IT of the statement follow :) 


ATPENDIX I 
DEPARTMENT OF JUSTICH 
OFFICE OF ALIEN PROPERTY 

MARGIT SIGRAY 


Claim No, 62889 
STATE OF NEW YORK, 
County of Westchester, ss: 


Anthony Szapary, being duly sworn, deposes and says: 

That I reside at West Lane, Poundridge, county of Westchester, N. Y. 

This affidavit is made at the request of Margit Sigray to induce the Office of 

lien Property, Department of Justice, to release and turn over to the said 
Margit Sigray, property and money withheld from her by virtue of the provisions 
of the Trading With the Enemy Act, as amended. 

I have known the Sigray family in Hungary for a period of at least 40 years. 
The immediate members of Margit Sigray’s family include her father (Count) 
Anthony, also known as Antal and Anton Sigray, Harriet Daly Sigray, a native- 
horn American citizen and the mother of the claimant. My association with 
the family was on a social basis primarily prior to the declaration of war and 

sequent thereto on a social and political basis as is hereinafter described. 

Prior to the war I founded the American Express Co. affiliate in Hungary, 
and managed it for many years. After hostilities commenced I became resident 
manager for Metro-Goldwyn-Mayer Film Corp. in Hungary. From my close 
association with Anthony Sigray, his wife, and daughter, Margit Sigray, I can 
state unequivocally that each of the Sigrays was 100 percent anti-Nazi, and 
openly espouse) the cause of the American, English, and French. I have read 
the aflidavit of Bela Varga, dated July 30, 1955, which is to be submitted with 
this affidavit, and I affirm and reiterate the statements made by the said Bela 
Varga therein concerning the political leanings of Margit Sigray and her father 
and mother. IT know, as a matter of fact, that Anthony Sigray tried to prevent 
the declaration of war against the United States by the then-constituted gov- 
ernment. I also know as a fact that Anthony Sigray was a leader of a large 
segment of Hungarians who opposed any type of cooperation with Germany and 
tried to bring about the withdrawal of Hungary from the war. 

My personal dealings with Margit Sigray and her father, Anthony Sigray. 
were such that I counted on him heavily to help in the refugee problem created 
when in just 4 days some 380,000 Poles, both civilian and military, streamed across 
the border into Hungary. Margit Sigray opened her house to these refugees 
and gave them money, time, food, and clothing in tremendous amounts. She 
worked day and night to give all the assistance she possibly could. These 
refugees became my problem as head of the Red Cross for all internees, political 
and civilian, in Hungary. Unofficially, and not as a representative of the Red 
Cross, I permitted and arranged for the escape of hundreds and thousands of 
interned prisoners, soldiers of the United States, England, France, and Poland. 
Margit Sigray was familiar with these activities and often expressed herself in 
favor of them. Margit Sigray was so vehemently anti-Nazi and anti-German 
that she refused even to look upon any of them or to speak with them. During 
the period prior to the official occupation by the Germans of the country in 
March 1944, there were perhaps thousands of German agents in the country 


who were in a position to report the activities of all Allied sympathizers. As 
a consequence and because of the extreme pressure exerted on the Hungarian 
Government by the Germans, we (Allied sympathizers) were in immediate and 
constant danger of arrest and imprisonment. 

During all this period of time, there were agents of the United States and 


Colonel Howey, a 


England in Hungary. I had arranged contact with one 
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British agent, to whom I passed all information which might be helpful to the 
Allied cause I introduced this agent to Count Sigray i know as a fact that 
thereafter the count was in constant communication with this British agent 
giving him information helpful to the Allied cause. I am sure that there wer 
other such agents to whom Count Sigray and his daughter, Margit, spoke 

In addition, so strong was the attitude of Count Sigray and his daughtet 
Margit, that they spoke publicly and privately concerning their expressed hop 
that the Hungarian troops would be withdrawn from the Russian front and, if 
necessary, used to fight the Germans, to preserve some semblance of independ 
ence and to aid the Allied cause. 

In March of 1944 the Germans did occupy Hungary. Previously by means of 
diplomatic representation in Hungary and because of German agents and Get 
man sympathizers in Hungary, the Nazis were almost in control of the Govern 
ment. After the occupation by the Germans, County Sigray and myself wer: 
among the very first to be arrested and sent to German prison camps. Three 
times the count and I were sentenced to death by military fiat. On one occasion 
we were placed in front of a German firing squad and ordered to give informa 
tion with respect to Allied agents and Allied activities in Hungary. Howeve: 
in spite of this we refused to give any information whatever. As a consequence 
we were worked from dawn to dusk at the Mauthausen prison camp. Count 
Sigray deteriorated rapidly from this regimen, and I am sure his death was the 
direct result of such treatment. 

While Margit Sigray was not imprisoned as was her father, there is abso 
lutely no question that her position was precisely and openly sympathetic to 
her father’s views. We often discussed these matters, and I had a full oppor 
tunity to observe her. She, like her father, was merely tolerated prior to March 
1944, and they were constantly in danger of arrest and imprisonment or worse 

It is my unqualified opinion that Margit Sigray was not, during any period 
of time, an enemy of the United States. 

ANTHONY SZAPARY 

Sworn to before me this 24th day of October 1955 


| SEAL] THOMAS ©. GRIMES, 
Notary Public, State of New York, No. GO-G674700 


Qualified in Westchester County. Term expires March 50, 1956. 


APPENDIX II 
DEPARTMENT OF JUSTICI 


OFFICE OF ALIEN PROPERTY 


MARGIT SIGRAY 
Claim No. 62889 


AFFIDAVIT OF BELA VARGA 
STATE OF NEW YORK, 
County of New York, ss: 

Bela Varga, being duly sworn, deposes and says: 

I am the chairman of the Hungarian National Council with offices at 125 East 
72d Street, Borough of Manhattan, city of New York, and State of New York. 

This affidavit is made at the request of Margit Sigray to induce the Office of 
Alien Property, Department of Justice, to release and turn over to the said 
Margit Sigray property and money withheld from her by virtue of the provisions 
of the Trading With the Enemy Act, as amended. 

I have known the Sigray family in Hungary since prior to 1941. The family 
consisted of (Count) Anthony also known as Antal and Anton Sigray, the father 
of the claimant, Harriet Daly Sigray, the mother of the claimant, and the 
claimant, Margit Sigray. I came to know the family well, because Anthony 
Sigray and myself were prominent in public life in Hungary. and had occasion 
to meet very often, both in public and privately. Oftentimes, Margit Sigray was 
present. 

From my close association with Anthony Sigray, his wife, and daughter, and 
because of my familiarity with the internal situation within Hungary during 
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World War II, I am able to set forth the nature of the deprivation of the full 
rights of citizenship of Anthony Sigray and his family, and his subsequent death, 
induced prematurely, I believe, by his incarceration in a Nazi prison camp. 

The geopolitical situation of Hungary after the rise of Nazi Germany resulted 
in her altnost forced expulsion from the Western Allies, and the increasing domi 
nation by the German Axis. Without parliamentary approval and acting under 
duress, Hungary declared war on the United States on December 13, 1941. Presi- 
dent Roosevelt, in his message to Congress on June 2, 1942, openly recognized the 
fact that Hungary was an unwilling partner in the war against the United 
States. 

One of the foremost advocates of peace and cooperation with the United States 
was Anthony Sigray. At the time of the declaration of war, he was a member 
of the upper house in the Hungarian Parliament. Anthony Sigray was one of 
several prominent persons who called upon the Regent, Adm. Nicholas Hortoy, 
and demanded that he, the Regent, prevent the declaration of war by the Govern 
ment of Ladislas Bardossy. The request was, of course, denied, and the country 
presented with a fait accompli without parliamentary sanction. 

Despite the official attitude, although under duress of the Hungarian Govy- 
ernment, Anthony Sigray made known his position that Hungary should be allied 
with the Western Powers, not Germany, or, at the least, that Hungary should 
maintain itself as a neutral in much the same manner as Switzerland. It must 
be recognized that Hungary was surrounded by nations allied with Germany and, 
hence, such beliefs and statements by Count Sigray required much courage. 

Throughout the period when Hungary was officially at war with the United 
States, Anthony Sigray was a leader of a large group of Hungarians who op- 
posed any cooperation with Germany, and fought ugainst the Nazi ideology 
within Hungary. 

The affiant was a member of Parliament during the war, and also the vice 
chairman of the Smallholders Party. After the war, I was the Speaker of the 
National Assembly (one-chamber Parliament) during the years 1946 and 1947. 
Subsequently, L was forced to flee the country when the government was under- 
inined and taken over by the Communists and Russians. During the war, I was 
in complete charge of all official and unofficial activities in behalf of refugees. 
It was in this connection that I found the true humanitarian and forthright 
political principles of Anthony Sigray. 

Count Sigray was a leading spirit in all welfare and refugee problems. He 
contributed great amounts of time, energy, and money: his home at Ivanez shel- 
tered, clothed, and fed countless refugees who were victims of Nazi oppressiou in 
Poland and France. We cared for over 100,000 Polish and thousands of French 
refugees with the obvious disapproval of the German Government. 

The Germans put great pressure on the Government to institute harsh anti- 
semitiec measures and, to a limited degree, the Government did place restriction 
on the Jews. However, I worked with various Jewish national groups and com- 
mittees to ameliorate oppressive measures, no matter how or why instituted. In 
this I was joined by Count Sigray. We met regularly on refugee and Jewish 
problems. Over ny name was presented a memorandum or petition to the Gov- 
ernment which demanded the abolition of all discrimination laws directed against 
the Jews as a class. I depended a great deal on Anthony Sigray for his advice 
and approval in framing the memorandum. 

Time and time again, Sigray risked imprisonment for his attitude toward the 
alliance with Germany. His speeches in Parliament and at various public 
gatherings reflected directly and without equivocation this attitude. At various 
times he was able to publicize his position in the newspapers, although the press 
was under strict Government control. 

In a memorable speech in Parliament in the latter part of 1948, Sigray bit- 
terly attacked Germany, demanded the end of Hungarian participation in the 
war, and praised the United States and her allies. From the beginning he was 
one of those who recognized the ultimate outcome of the war, and who placed 
his sympathy with the allied cause. 

(mn March 19, 1944, the Germans occupied the country, and immediately seized 
Anthony Sigray and imprisoned him in the Mauthausen Prison Camp for his 
anti-Nazi and pro-American activities. He remained in prison until released by 
the United States Army in 1945. 

As a consequence of Anthony Sigray’s activities, he and his family did not 
enjoy full rights as citizens of Hungary. During the period of time prior to 
Sigray’s imprisonment, he and his family were at most tolerated. Although 


RETURN OF CONFISCATED PROPERTY 


be was not directly disabled from setting forth his views in public, the gov 
ernment restricted the dissemination thereof by rigid control of the press and 
radio. He spoke in private council and in Parliament, but he was denied the 
freedom of expression to the masses of people. He was in constant danger of 
imprisonment until March of 1944, when he ultimately was seized by the 
Nazis. 

During the entire pericd of time of which I speak, his daughter, Margit 
Sigray, was in the same circumstances as her fathei She attended Parliament 
with him and applauded his speeches both in Parliament and out. Her po 
sition was precisely and openly sympathetic to her father’s views, Consequent- 
ly, the danger of arrest and imprisonment applied almost equally to her as it did 
to her father. She aided the refugees, her father, and her father’s cause, 
and she was in no sense an enemy of the United States. Only by force of 
circumstance can she be classified as an enemy nationa 

At the time of Anthony Sigravy’s arrest, she also was interrogated by the 
Nazis. It is probable that the sole reason she was not imprisoned was because 
she was a woman. 

Bera VARGA 

Sworn to before me this 30th day of July 1955 

ANNE K. TOoMey, 
Votary Public, State of New Yo 


Qualified in New York County No. 31-3000000 Certificate filed with New York 
County Clerks and Registrars Office. Term expires March 30, 1955 


Senator JounstTon. I have here a letter from the American Legion 
which they have requested be included in the record. 
(The letter is as follows: ) 


THe AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington D. C.. November 29, 1955 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Senate Committee on the Judiciary. 
Senate Office Building, Washington, D.C. 

DeaAR SENATOR JOHNSTON: Referring to the hearings now being conducted bv 
the Subcommittee on Trading With the Enemy Act in connection with the bills 
S. S54, S. 995 S. 1405, and S. 2227, I would advise that the American Legion has 
no position with respect to the subject matter of S. 1405 

At the 1953 national convention the American Legion went on record as favor- 
ing the return of the seized properties except in those cases where the owners 
were behind the Iron Curtain, et cetera 

However, the matter again came up for consideration at our 1954 national 
convention, at which time the American Legion reversed its position, and adopted 
the following statement of policy in connection therewith : 


“War CLAIMS ACT 


“Believing that the American veteran has a vested interest in enemy assets 
seized by the United States and that such assets should continue to be devoted 
to the purposes provided by the War Claims Act, the American Legion opposes 
any effort to return these assets to their former owners or their governments.” 

Ll understand that the action taken at the 1954 national convention was based 
largely on the theory that the governments of Germany and Japan were responsi- 
ble for the commencement of World War IT and as a result of their actions 
many United States citizens suffered in internment camps or sustained property 
losses. Furthermore, that Germany defaulted upon similar claims in World 
War I and the retention of property seized in World War IT is considered an 
assurance that the just claims of American citizens will be paid. 

In view of the foregoing we respectfully request that the subcommittee reject 
the bills which would provide for the return of seized enemy property. 

While we are not asking for the privilege of a personal appearance, I respect- 
fully request that the American Legion's position be given consideration by the 
subcommittee and this letter incorporated in the record of the hearings 

Thanking you for your consideration, I am, 

Sincerely yours, 
Mites D. KeNNepy, Director. 
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Senator Jounsron. I have a letter and enclosure from Hon. George 
M. Rhodes, Member of Congress, 14th District of Pennsylvania, which 
he has requested to be made a part of the record. 

(The material referred to is as follows :) 


House or REPRESENTATIVES, 


Washington, D. C., December 7, 1955. 
Hon. OLIN JOHNSTON, 


Member of the Senate, 
Washington, D. C. 


DeAR OLIN: Last August when I was in West Berlin I had the opportunity 
of meeting with Rut Lieberknecht, the daughter of the founder of Carl Lieber- 
knecht, Inc., of Reading, Pa. As chairman of the Subcommittee To Study Alien 
Property, you will recall the Lieberknecht case which was before your com- 
mittee. Mrs. Lieberknecht delivered to me in person a letter for you and your 
committee, which I am enclosing as I believe you will be interested in having 
her message for the official record. 

Sincerely yours, 


GEORGE M. RHOvEs. 


Kiet GAARDEN, WERFTSTR. 112, August 9, 1955, 
Hon. OLin LD. JOHNSTON, 
Chairman, Subcommittee To Examine and Review the Administration of the 
Trading with the Enemy Act, 
The Judiciary Committee, United States Senate, 
Washington, D. C. 

DEAR SENATOR JOHNSTON: Subsequent to our meeting at Godesberg I came to 
read the report of the recent hearings before Senator Dirksen as well as your 
press release dated June 9. In this release you say that you will give a great 
deal of time and study to the problem. 

This is why I take the liberty to submit to you some more facts and details 
about the case of Karl Lieberknecht Inc., Reading, Va., in addition to the state- 
ment given by Mr. Lee, attorney of law, on behalf of the minority of this firm 
in the hearings before Senator Dirksen. I do so in rememberance of my father, 
Karl Richard Lieberknecht, and his life-long work. I have been working to- 
gether with him, visited the plant in Reading, Pa., in 1957 and 1988 so I am 
familiar with the development during the prewar years. 

When the firm of Karl Lieberknecht, Inc., Reading Pa., was founded, my father 
did not only pay in the same capital as the other shareholders but also supplied 
all his patents and experiences; and everybody familiar with textile machinery 
will contirm you that my father has been a pioneer for this industry. 

My father also supplied the original staff of the firm, consisting of trained 
specialists coming from his plant in Oberlungwitz, Saxony. So I am sorry to 
say that Mr. Lee must have been misinformed, when he stated that nobody else 
but the minority has made the company and nobody was brought over from 
Germany to do this. 

Certainly quite a lot of improvements have been made during the last years 
with regard to higher speed and finer gages of the Kalio machine but the funda- 
mental construction is still the same known and appreciated all over the world 
and created by my father. This is clearly shown by the fact that a very im- 
portant Seandinavian full-fashioned hosiery factory recently ordered certain 
parts from Reading which fitted perfectly in a machine delivered from Ober- 
lungwitz in 19388. 

It is true that, as Mr. Lee says, in 1937-38 money was needed badly in the firm, 
Owing to German governmental restrictions my father had no possibility to make 
a transfer to the States, but it was him who went around trying to borrow money 
to keep up the plant and not the minority who then would have let it go down. 
It was due to Richard Lieberknecht’s strong will and energy that the plant went 
on going. I have been with him through this time and I might assure you that 
I shall never forget it. 

Stating that the development of the firm after the war was only due to the 
minority, I think Mr. Lee did not consider the situation on the European 
market. Formerly nearly all the factories for full-fashioned-hosiery machines 
as well as the factories for full-fashioned hosiery were situated in the Saxon 
district. That district was at first occupied by the United States Army and then 
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aunded over to the Soviets Chis meant that in Western Germany) eithe 
stockings nor full-fashioned-hosie machines were allabl i thre 
European countries there existed only very few plants producing full- fas! ‘ 
iosiery machine and thev were not able to satisfv the ImMenise post ir del 
By consequence the orders for machines from Karl Liebe cnecht, ne hiead y 
’a., increased considerably I think that the forementioned was the ma ‘ 
for the flourishing of the firm after the war and the increase of the stu« 
which meant a big profit for every shareholder. I see no re: why the maj 
should not take part in it. 

Something else in Mi Lee's statement seems ve ry as hisiing to ‘ Ths 
that in case the vested shares would be returned to the Swiss or German owne 
it would be probable that the management of the company would be chang 
the great injury of citizens of the United States, and it would be possible t! 
the company might be moved from Berks County to Switzerland or Gert 
By stating this, Mr. Lee must have been also misinformed 

ation 

Nobody who is familiar with the situation on the market cou 
of removing the plant from where it stands and works well Times when 
fashioned-hosiery machines were in great demand in the Western H Spin 
have pussed Every stockholder, whoever he 1 ht be. will certai 
the staff of skilled and experience workmen of the plant As to the Ih: é 
I should like to say that it was the majority who entrusted Mr. Friedma ‘ 
he position as a director. 

As you know a 9 (a) hook is pending in the case of Karl Lie! li 
and it is not decided who is the beneficial owner of the shares vested b he A 
Property Custodian. Both men who handled the business in 1940, fat) 
ind Dr. Schneider, died, and the vesting of the shares caused the Swis 
net to pay the purchase price to us. 

The Soviets entirely expropriated our whole family and my brother and 
vere imprisoned as “capitalists.” My brother died through the hards) of 
the camp and I was fortunate in being released last summer after a period o 
S'4 years. I went immediately to the Western Zone of Germany, trusting t! 


here I would find friendship and resources, 

The situation as I have found it was a great disappointment for me, I 
hitter as I had always taken part in my fathers’ feelings toward the States 
which he recognized as his second “Vaterland.” 

Whoever in the end might prove to be the proper owner of the vested shares, 
I am sure you would be interested to get most complete information about t1 
details and the development of the case. 

I hope, sir, that I did not cause you too much inconvenience, 
vou for your kind attention that you given to my letter, 

1 remain, 

Yours sincerely, 
Ror LIEBERKNECH! 

Senator JoHNnston. In view of the limitations of time, we will not 
be able to hear other witnesses at this time. The subcommittee may 
hold an executive session, at which time certain witnesses will be 
heard under oath. 

The testimony of witnesses taken on July 1 and 2, 1954, in support 
of S. 5423 of the 85d Congress may be incorporated by reference in 
these hearings. 

Those who may wish to do so may submit statements for the record. 
It will remain open 10 days for that purpose. 

The subcommittee will now recess subject to call at a later date 
to be fixed by the chairman. 

(Whereupon, at 4:10 p. m., adjournment was taken until further 
notice. ) 
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FRIDAY, APRIL 20, 1956 


Unrrep States SENATE, 
ScBcOMMITTEE ON Trapine WirH THe Enemy Act, 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, ID). ¢ 

The subcommittee met, pursuant to notice, at 10 a. m., In room 518, 
Senate Office Building, Senator Olin D. Johnston (chairman of thi 
subcommittee) presiding. 

Present : Senators Johnston, Langer, and Dirksen. 

Also present: Harlan Wood, counsel for Subcommittee on ‘Trading 
With the Enemy Act; Wayne H. Smithey, professional staff, Senate 
'udiciary Committee; and Mrs. Mabel A. Downey . clerk for the sub 
committee. 

Senator Jounston. The subcommittee will come to order, and we 
will resume the hearings that we held on November 29 and 30, on fom 
major bills then pending before this subcommittee. 

At this time we will continue the hearings and will try to complete 
them, if possible, today. 

Mr. Harlan Wood is the attorney for this subcommittee, and will 
proceed shortly. 

Ilowever, I would like to add this to my opening statement: 

Continuing this hearing on the four bills, we also have had three 
other bills affecting the disposition of alien property to be introduced 
since the last hearings, and they are S. 3114, S. 3115, introduced by 
Senator Langer; and very recently, too, we had S. 3507 introduced by 
Senator Bible and the chairman of the Judiciary Committee, Senator 
Eastland. 

These hearings will be on all seven of the bills, instead of just the 
four that were before this subcommittee at the previous hearing. 

I would like to also call to the attention of everyone that on this 
subcommittee we have Senator McClellan from Arkansas; Senator 
Daniel of Texas; and Senator Dirksen, who is present this morning, 
from Illinois; Senator Langer, who is here, from North Dakota ; and 
also your chairman, Olin D. Johnston. 

Mr. Wood, will you proceed ? 

Mr. Woop. Mr. Chairman and Mr. Reporter, _please let the record 
first show the continuing resolution (S. Res. 171). I would like to 
introduce that for the record at this time, and also the bills (S. 3114 
and S. 3115, and S. 3507), with the responses which we have to date on 
those from the State Department and the Justice Department. 


Also let the record contain, Mr. Reporter, the formal official notice 
of this hearing. 
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(S. 3114, 8. 3115, S. 3507, and S. Res. 171, together with notice of 
public hearing, dated April 11, 1956, are as follows:) 


[S. 3114, S4th Cong., 2d sess. ] 


A BILL to tr fer the Office of Alien Property Custodian from the Department of Justice 
to the Department of State, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the office of Assistant Attorney General 
in charge of the Office of Alien Property of the Department of Justice is hereby 
abolished All powers, duties, and functions vested by section 101 of Reorgani- 
sation Plan Numbered 1 of 1947 (61 Stat. 951) in the Attorney General, and all 
other powers, duties, and functions relating to the administration of the Trading 
With the Enemy Act vested in the Attorney General by any other authority, are 
hereby transferred to the Secretary of State, and shall be performed by him or, 


subject to his direction and control, by such officers or agencies of the Depart 
ment of State as he may designate. 
Sec. 2. All personnel under the supervision of the Assistant Attorney Genera! 


in charge of the Office of Alien Property of the Department of Justice, and all 
property, records, contracts, commitments, and unexpended balances (available 
or to be made available) of appropriations, allocations, and other funds of such 
office are hereby transferred to the Department of State. 

Sec. 3. (a) All orders, regulations, determinations, and instructions in elfe 
on the day preceding the effective date of this Act with respect to, or in execu 
tion of, any power, duty or function transferred by this Act shall continue in 
effect, to the same extent as if such transfer had not been made, until rescinded, 
modified, superseded, or otherwise rendered inapplicable on or after the effective 
date of this Act by or under the authority of the Secretary. 

(b) No action or other legal proceeding lawfully commenced by, on behalf of, 
or against the Attorney General in his official capacity, or in relation to the per- 
formance of his official duties, with respect to the Trading With the Enemy Act 
shall abate by reason of any transfer made by this Act. Any such action or pro- 
ceeding may be maintained after such transfer by, on behalf of, or against the 
Secretary of State. 

Sec. 4. This Act shall become effective on the first day of the second month 
beginning after the date of enactment of this Act. 


[S. 3115, 84th Cong. 2d sess. ] 


\ BILL to transfer the Office of Alien Property Custodian from the Department of Justice 
to the Department of State, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the office of Assistant Attorney Gen- 
eral in charge of the Office of Alien Property of the Department of Justice is 
hereby abolished. All powers, duties, and functions vested by section 101 of 
Reorganization Plan Numbered 1 of 1947 (61 Stat. 951) in the Attorney General, 
and all other powers, duties, and functions relating to the administration of the 
Trading With the Enemy Act vested in the Attorney General by any other au 
thority, are hereby transferred to the Secretary of State, and shall be performed 
by him or, subject to his direction and control, by such officers or agencies of the 
Department of State as he may designate. 

(b) All property, records, contracts, commitments, and unexpended balances 
(available or to be made available) of appropriations, allocations and other 
funds of the Office of Alien Property of the Department of Justice are hereb) 
transferred to the Department of State. 

(c) Such personnel of the Office of Alien Property of the Department of 
Justice as the Secretary of State shall determine to be required for the execu- 
tion of the powers, duties, and functions conferred or imposed upon him by this 
Act shall be transferred to the Department of State. 

Sec. 2. (a) All orders, regulations, determinations, and instructions in effect 
on the day preceding the effective date of this Act with respect to, or in execution 
of, any power, duty, or function transferred by this Act shall continue in effect. 
to the same extent as if such transfer had not been made, until rescinded, modi- 
fied, superseded, or otherwise rendered inapplicable on or after the effective date 
of this Act by-or under the authority of the Secretary. 
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(b) No action or other legal proceeding lawfully commenced by, on behalf of, 
or against the Attorney General in his official capacity, or in relation to the 
performance of his official duties, with respect to the Trading With the Enemy 
Act shall abate by reason of any transfer made by this Act. Any such action or 
proceeding may be maintained after such transfer by, on behalf of, or against the 
Secretary of State. 

Sec. 3. This Act shall become effective on the first day of the second month 
beginning after the date of enactment of this Act. 


[S. 3507, 84th Cong., 2d seas. ] 
A BILL To amend the Trading With the Enemy Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
tmerica in Congress assembled, That section 32 (a) (2) (D) of the Trading 
With the Enemy Act, as amended, is further amended to read as follows: 

“(D) an individual who was at any time after December 7, 1941, a citizen 
ir subject of Germany, Japan, Bulgaria, Hungary, or Rumania, and who on or 
ifter December 7, 1941, and prior to the date of the enactment of this section, was 
present (other than in the service of the United States) in the terriory of such 
nation or in any territory occupied by the military or naval forces thereof or 
engaged in any business in any such territory: Provided, That notwithstanding 
the provisions of this subdivision (DD) return may be made to an individual who, 
is a consequence of any law, decree, or regulation of the nation of which he was 
then a citizen or subject, discriminating against political, racial, or religious 
groups, has at no time between December 7, 1{41, and the time when such law, 
lecree, or regulation was abrogated, enjoyed full rights of citizenship under 
the law of such nation: Provided further, That, notwithstanding the provisions 
f subdivision (C) hereof and of this subdivision (D), return may be made to 
an individual who at all times since December 7, 1941, was a citizen of the 
United States, or who, since the vesting in or transfer of his property or interest 
to the Alien Property Custodian has acquired United States citizenship, or to 
an individual who, having lost United States citizenship solely by reason of mar- 
riage to a citizen or subject of a foreign country, reacquired such citizenship 
prior to the date of enactment of this proviso if such individual would have been 
a citizen of the United States at all times since December 7, 1941, but for such 
marriage: Provided further, That the aggregate book value of returns made 
pursuant to the foregoing proviso shall not exceed $0,000,000; and any return 
under such proviso may be made if the book value of any such return, taken 
together with the aggregate book value of returns already made under such 
proviso does not exceed $9,000,000; and for the purposes of this proviso the 
term ‘book value’ means the value, as of the time of vesting, entered on the 
books of the Alien Property Custodian for the purpose of accounting for the 
property or interest involved; or ”: And provided further, That section 33 o 
the Trading With the Enemy Act, as amended, is further amended by deleting 
therefrom the phrase “not later than one year from February 9, 1954,” and by 
substituting therefor the following: “not later than January 30, 1957.” 


[S. Res. 171, Rept. No. 13891, 84th Cong., 2d sess.] 
RESOLUTION 


Resolved, That the Committee on the Judiciary, or any duly authorized sub- 
committee thereof, is authorized under sections 134 (a) and 136 of the Legis- 
lative Reorganization Act of 1946, as amended, and in accordance with its juris- 
(liction specified by rule XXV of the Standing Rules of the Senate to conduct 
a full and complete examination and review of the administration of the Trading 
With the Enemy Act. 

Sec. 2. For the purposes of this resolution, the committee from March 1, 1956, 
to January 31, 1957, inclusive, is authorized (1) to make such expenditures as 
it deems advisable; (2) to employ upon a temporary basis, technical, clerical, 
and other assistants and consultants; and (3) with the prior consent of the 
heads of the departments or agencies concerned, and the Committee on Rules 
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and Administration, to utilize the reimbursable services, information, facilities, 
and personnel of any of the departments or agencies of the Government. 

Sec. 3. The committee shall report its findings, together with its recommenda 
tions for legislation as it deems advisable, to the Senate at the earliest practicable 
date, but not later than January 31, 1957. 

Sec. 4. Expenses of the committee, under this resolution, which shall not 
exceed $41,250 shall be paid from the contingent fund of the Senate upon vouchers 
approved by the chairman of the committee. 


Notice oF Pustic HEARING 
APRIL 11, 1956. 

The Judiciary Subcommittee on Trading with the Enemy Act will resume pub 
lic hearings commencing at 10 a. m., on Friday, April 20, 1956, in room 318, Sen- 
ate Office Building, for the purpose of hearing testimony on the following bills: 

S. 854. To amend section 32 of the Trading With the Enemy Act of 1917, as 
amended, so as to permit the return under such section of property which an 
alien acquired, by gift, devise, bequest, or inheritance, from an American cit- 
izen (by Senator Langer). 

8.995. To amend the Trading With the Enemy Act (by Senators Kilgore and 
Dirksen). 

S. 1405. To amend section 9 (a) of the Trading With the Enemy Act, as 
amended (by Senator Clements). 

S. 2227. To amend the Trading With the Enemy Act, as amended, and the 
War Claims Act of 1948, as amended (by Senator Kilgore). 

S$. 3114, 8.3115. To transfer functions of Office of Alien Property to State 
Department (by Senator Langer). 

S.3507. To amend the Trading With the Enemy Act, as amended (by Senator 
Bible for himself and Senator Eastland). 

3y reason of the interest you have shown in one or more of these bills, please 
indicate your desire to testify, together with an estimate of the time desired. 
You are urged to subinit brief statements in lieu of oral testimony because of 
the limitations of time. To conform with the requirements of section 1338 (e) 
of the Legislative Reorganization Act of 1946, please furnish your prepared 
statement for receipt by the subcommittee 2 days prior to April 20, 1956. 

Announcement will be made upon the conclusion of the hearing on April 20 of 
the date of any further resumption of hearings. 

Arrangements to testify may be made through the staff of the subcommittee 
by calling Republic 7—7500, extensions 3271 and 3272, or by writing to the sub- 
committee, suite 210, HOLC Building, 101 Indiana Avenue NW., Washington 25, 
a. 


Otrn D. JOHNSTON, Chairman. 


Mr. Woop. The letter from the Department of State is as follows: 


[I have received your letter of April 11 concerning a further hearing of your 
subcommittee at 10 a. m., on April 20 to consider pending bills dealing with 
the disposition of alien property. You request that your subcommittee be in- 
formed should representatives of the Department wish to be heard at this 
hearing. 

As rou will recall, Mr. Murphy testified in support of the administration bill, 
S. 2227, at the hearings held by your subcommittee last November. It is not 
considered necessary that further testimony be submitted by the Department 
at this time unless the subcommittee should so desire. 

One of the major objectives of the administration bill is to relieve the hard- 
ships created by the vesting program. To fully accomplish this objective, 
prompt action is required. The Department urges, therefore, that early and 
favorable action be taken on S. 2227. : 


Sincerely yours, 


Rosert C. HI, 
Assistant Secretary. 


The letter is addressed to the chairman of the subeommittee, and is 
dated April 19, 1956. 
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Senator Jounston. To keep the record straight, I heleve 
he refers to limits property to be returned to a maximum 
S1LO.000, 

Mr. Woop. S. 2227. which is among the bills to 
morning. 

Senator Jounsron. That is true. 

Mr Woon. | have a report from the Department of Justice to sen 
ator Eastland. Chairman of the Judiciary Committee, on S. 3114 and 
S.3115— 

Senator Jounsron. I don’t believe you have one on S. 3507 
do you? 

Mr. Woop. Yes, Sir, We do. 

Senator Jounston. We do? 

Mr. Woop. We have. Should I read that first ¢ 

Senator JoHnsron. Either one. 

Mr. Woop. The letter is dated April 19, 1956, and addressed to 
Senator Eastland, chairman of the Committee on the Judiciary, and 
is signed by Mr. William P. Rogers, Deputy Attorney General, and 


. 


vet 


reads as follows: 


This is in response to your request for the views of the Department of Justice 
concerning a bill ¢S. 3507) to amend the Trading With the Enemy Act 
amended. 

The second proviso of section 52 (a) (2) (D) of the Trading With the Enemy 
Act, as amended (50 U. 8S. C. App. 32 (a) (2) (D)) presently authorizes the 
return of vested property to: (1) individuals who at all times after December 
7, 1941, were citizens of the United States: and (2) certain individuals who, 
having lost United States citizenship by marriage to a foreign national, re 


is 


acquired such citizenship prior to the date of enactment of the proviso, September 
29, 1950. The third proviso of section 32 (a) (2) (D) limits the total of the 
returns under the second proviso to property with an aggregate book value of 
$9 million. $00k values are values reflected on the records of the Office of 
Alien Property as of the times of vesting. 

S. 3507 would amend the second proviso to authorize returns to a new category 
of individuals—i. e., individuals who have acquired American citizenship sing 
the dates of vesting of their property. This category would include formes 
enemy nationals not resident in the United States during World War IL who came 
to this country and acquired United States citizenship after the war. 

The subject bill would have no effect on the third proviso of section 32 (a) 
(2) (D) and claims allowed under the bill would have to come within the overall 
$9 million figure set forth in the third proviso. As of June 30, 1955, the total book 
value of all claims filed under that section was approximately S7.S75.650 and 
$3,635,219.25 of these claims had been allowed. It is, of course, not possible to 
state how much of the balance will be allowed and how much of the book value 
the subject bill would require for returns to the new category of persons it pu 
poses. However, it is possible that the $9 million figure would not cover all exist 
ing claims and claims under this bill. 

Under section 33 of the Trading With the Enemy Act the time for filing 
under section 32 expired on February 9, 1955. or 2 years from the date 
vesting of the claimed property, whichever was later. Since the last vi 
order under the Trading With the Enemy Act was issued by the Office of Alien 
Property on April 17, 1953, the last date for filing claims was April 17, 1 
S. 3507 would amend section 33 to permit any person who has not already filed 
a Claim under section 32 to do so at any time until January 30, 1957. 

The Office of Alien Property has no data coucerping the number of persons 
Who would be made eligible for the return of vested property by the pronosed 
amendment to the second proviso of section 32 (a) (2) (D). However sno 
doubt insubstantial in relation to the total number of persons whose assets have 
been vested. Furthermore. it appears that the beneficiaries of the bill nuild 
consist for the most part of former enemy nationals who have been fortunate 
enough to be admitted to this country under circumstances permitting their 
naturalization. Thus, this bill would prefer them over former enemy owners 
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of vested property who have not emigrated and those who have migrated to 
countries other than the United States. There appears to be no basis for this 
preference. 

The bill is open to the construction that it would repeal the terminal date of 
September 29, 1950, mentioned above and substitute the date of its own enact- 
ment. If this construction were adopted, the bill would make new numbers 
of persons eligible to claim return by virtue of the reacquisition after September 
29, 1950, of American citizenship once lost by marriage. There would appear 
to be no reason for this result and, if enacted, the bill should be amended to 
retain the September 29, 1950, date. 

Section 33 of the Trading With the Enemy Act, when originally enacted on 
August 8, 1946, limited the time for filing claims for return to 2 years from vest- 
ing or 2 years from the date of enactment, whichever was later. The section 
was amended on July 1, 1948, to extend the time for filing to April 30, 1949, or 2 
years from the date of vesting, whichever was later. A further extension of time 
Was enacted on February 9, 1954, to permit filing within 1 year from that date 
or 2 years from the date of vesting, whichever was later. 

The (Office of Alien Property has received a substantial number of inquiries 
from persons who did not file claims for the return of vested property within 
the statutory period now prescribed by section 33. It appears that even apart 
from the time limitation on the filing of claims, all but a small portion of these 
persons are ineligible for return under present law and are not in the new 
category proposed by the subject bill. Consequently, it seems clear that lifting 
the bar of section 83 once more would result, for the most part, in the filing of 
claims which could not be allowed. These claims would entail a considerable 
amount of work on the part of the Office of Alien Property in processine them 
for disallowance and would appreciably delay the termination of the work of 
that Office. On the other hand, it would result in the return of vested property 
to only a small number of persons. 

For the reasons set forth above the Department of Justice is unable to recom- 
mend the enactment of 8S. 3507. 


The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 


“Sincerely,” and it is signed “William P. Rogers, Deputy Attorney 
General.” 

Senator Jounsron. If there is no objection, they will become a part 
of the record. 

(The letters above referred to, from the Departments of State and 
Justice, will be found in the committee files. ) 

Mr. Woop. I have a report of the Department of State on Senator 
Langer’s two bills, S. 3114 and S. 3115, dated March 16, 1956, and 
which also read: 


DeAr SENATOR EASTLAND: Reference is made to the letters of February 8, 
1956, from your committee requesting comments on S. 3114 and S. 3115, both of 
which are bills to transfer the Office of Alien Property Custodian from the De- 
partment of Justice to the Department of State, and for other purposes. These 
bills are identical in their major provisions and the following comments apply 
to both bills. 

Alien property functions were vested in the Attorney General from 1934 until 
1942, at which time a separate office was established. The wartime office was 
abolished and the present Office of the Alien Property Custodian was established 
in the Department of Justice in 1946. 

Although the functions of the Office of the Alien Property Custodian have an 
important relationship to United States foreign relations, the policies governing 
the exercise of these functions are fixed by law. Under this arrangement, 
foreign policy interests do not require that the detailed administration of the 
functions be located in the Department of State. 

Many functions of other departments of the Government have important sig- 
nificance for our foreign policy and foreign relations. The report of the first 
Hoover Commission, published in 1949, stated that “of 59 major departments 
and agencies of the executive branch, at least 46 are drawn into foreign affairs 
to a greater or lesser extent.” In this situation, it appears to be impracticable 
to inelude within the Department of State any functions except those which 
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need to be administered under the supervision of the Secretary of State in order 
to assure that they are carried out in proper relationship to our foreign policy 
The funttions of the Office of the Alien Property Custodian are not of this 
character. 
The Department does not recommend enactment of these bills. 
The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 
Sincerely yours, 
Rosert C. Ht, 
Assistant Secretary 
(For the Secretary of State). 


Senator Jounsron. Let that be made a part of the record here. 

Mr. Woop. This is the original of the first letter. 

Senator Jounsron. All right. 

(The letter referred to will be found in the files of the committee. ) 

Senator Jounston. Are there any other letters from any other 
departments ¢ 

Mr. Weopv. On February 9, Mr. Chairman, you addressed a letter 
to the Secretary of State with respect to whether or not, under exist 
ing laws and the proposals, was any recommendation to be made with 
respect to claims arising in the Pacific theater of war. 

On March 20, the Department replied to your communication, which 
stated that no provision under existing law had been made for the 
payment of American damage claims arising in the Pacific theater, 
other than those already referred to. 

I think that your letter to the Department, and the Department 
of State’s answer thereto, should be made a part of the record. 

Senator Jounstron. If there is no objection, it will be so done. 

(The letters referred to are as follows:) 


UNITED STATES SENATE, 
COM MITTEF ON THE JUDICIARY, 
SUBCOMMITTEE ON TRADING WITH THE ENemy Act, 
Washington, D. C., Febrnary 9, 1956. 
Hon. Turuston B. Morton, 
Assistant Secretary of State, 
Department of State, Washington, D. C. 


DeAR Mr. Morton: The subcommittee has received many communications 
within recent weeks from Members of Congress making inquiry concerning some 
provision for the settlement of the claims of Americans who suffered property 
damages jn the Pacific theater of war and particularly with reference to action 
on Japanese claims. 

Since S. 2227 makes no provision for such property damage claims it would be 
appreciated if you would have the Department of State advise the subcommittee 
whether it is giving any consideration to a program which would provide for 
the payment of such American claims. The subcommittee, when the hearings 
are resumed, will have to necessarily give consideration to this subject matter 
and the views of the Department and the Department's program, if any, should 
be before the subcommittee. 

Sincerely yours, 
OLIN D. JOHNSTON, Chairman. 


DEPARTMENT OF STATE, 
Washington, March 20, 1956. 
Hon. OL1In D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate. 


DeAR SENATOR JOHNSTON: Further reference is made to your letter of Feb- 
ruary 9, 1956, in which you request to be advised whether the Department has 
under consideration at the present time a proposal for the settlement of claims 
of American nationals who sustained property losses as a consequence of acts 
of Japanese authorities during World War II comparable to that set forth in 
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S. 2227, a bill to amend the Trading With the Enemy Act, as amended, and the 
War Claims Act of 1948, as amended, with respect to claims of American nation- 
uls against Germany on account of property loss or damage sustained as a result 
of the war. 

The Department does not have under consideration any proposed legislation 
and it is not contemplating any program which would provide for the payment 
of claims of American nationals against Japan for war losses of property. As 
you are aware, Claims of this character were excluded from S. 2227 for the reasons 
indicated by the Secretary of State in his letters dated June 6, 1955, to the Vice 
President and the Speaker of the House, and by the Deputy Under Secretary of 
State, the Honorable Robert D. Murphy, in his statement before the subcommittee 
of the Senate Judiciary Committee on November 29, 1955. As of possible interest, 
there is enclosed a copy of the Department’s press release of Mr. Murphy’s 
statement. There has been no change in the Department’s position with refer- 
ence to the proposed legislation, S. 2227, for the payment of certain claims of 
American nationals against Germany and for the limited return of Japanese and 
German assets in the United States. 

The question of claims against Japan was carefully considered in the drafting 
of the treaty of peace. In this connection your attention is invited to the letter 
and memorandum on this subject submitted to the Senate Committee on Foreign 
Relations on January 31, 1952, by Ambassador Dulles (pp. 145-147, hearings 
before the Committee on Foreign Relations, U. S. Senate, S2d Cong., 2d sess.) 
on the Japanese Peace Treaty. In his letter and memorandum, Ambassador 
Dulles pointed out that the total of all potential claims by Americans was very 
large and that the total of all potential claims by persons in various nations 
was far beyond Japan’s ability to pay. Therefore it had been necessary in 
framing the Japanese Peace Treaty to recognize (1) that adequate compensa- 
tion by Japan was impossible; (2) that compensation in those forms and amounts 
that were feasible should be made; (3) that reparations for war losses is a 
inatter between governments; and (4) that it is the responsibility of each gov- 
ernment to provide such compensation to the persons enjoying its protection as 
it may determine to be equitable out of reparations received from Japan or from 
other sources. 

In view of this limited ability of Japan to compensate the Allied Powers 
and their nationals it was not possible to make adequate provision in the treaty 
for compensating all American nationals who suffered property losses at the 
hands of the Japanese. Certain provisions in the treaty, however, have provided 
relief to certain categories of American claimants. 

(1) Under article 15 (a) of the treaty, Japan was required to provide com- 
pensation to claimants for property losses occurring within the present terri- 
torial limits of Japan as a result of the war. The time for filing claims for such 
losses by American nationals expired on October 28, 1953. The compensation 
payable under this provision is in Japanese yen, which may only be converted into 
foreign currency as the Japanese foreign exchange position permits, 

(2) Claims against the Government of Japan which arose prior to the out- 
break of war with Japan may be considered under article 18 (a) of the treaty 
which reads in part as follows: 

“The intervention of a state of war shall equally not be regarded as affecting 
the obligation to consider on their merits claims for loss or damage to property 
or for personal injury or death which arose before the existence of a state of 
war, and which may be presented on re-presented by the government of one of 
the Allied Powers to the Government of Japan, or by the Government of Japan 
to any of the governments of the Allied Powers.” 

To enable claims of that character to receive favorable consideration, it is 
necessary that the responsibility of the Japanese Government under rules and 
principles of international law be established. The Department is prepared to 
assist American nationals who desire to have such claims considered with a view 
to their possible presentation to the Japanese Government. 

Under article 14 (b) of the treaty the Allied Powers waived for themselves 
and their nationals all reparations claims against Japan arising out of any 
actions taken by Japan and its nationals in the course of the prosecution of the 
war except as otherwise provided in the treaty. 

As you know, payments made under the War Claims Act of 1948 to former 
prisoners of war and civilian internees who suffered hardships at the hands of 
the Japanese and Germans were made out of the proceeds of Japanese and Ger- 
man assets vested by the Alien Property Custodian and payments so made to 
such persons who suffered at the hands of the Japanese have amounted to much 
more than the value of the vested Japanese assets. 
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Apart from the relief afforded by the treaty to certain categories of property 
damage claimants as described above, the Congress has already provided for 
payments to persons who suffered property damage or loss in the Philippines 
Che Philippine Rehabilitation Act of 1946 authorized the Philippine War Dan 
age Commission to receive, adjudicate, and provide for the payment of claims 
for the loss of or damage to property in the Philippines sustained after Docem 
ber 7, 1941, and before October 1, 1945, as a result of the war. It is understood 
that approXimately 1,250,000 private property claims have been ajudicated, and 
claimants have been paid the $400 million which was authorized and appropri- 
ated for that purpose. Under the terms of the War Claims Act of 1948, as 
amended, provisions were made to receive and determine claims of certain re- 
ligious organizations functioning in the Philippines, which sustained property 
losses in that country as a result of the war, and claims of American nationals 
whose bank deposits or credits in the Philippines were sequestered by the Jap- 
anese Government during the war. 

There remain, however, certain categories of American nationals who suf- 
fered loss or damage to property at the hands of the Japanese and for whom 
the Japanese Peace Treaty and the Philippine Rehabilitation Act and the War 
Claims Act of 1948 make no provision. Included in such categories are Ameri 
can nationals who suffered losses during World War II in such countries as 
China and Indonesia where there is little likelihood of any adequate war damage 
compensation being paid by the governments of these countries. In the past the 
United States Government has not generally compensated its citizens with appro- 
priated funds for property losses in foreign countries as a result of war and 
the executive branch of the Government is not willing to recommend a different 
policy with respect to these cases. 

Sincerely yours, 
Roeert C. Hix, Assistant Secretary. 

Mr. Woop. Mr. Chairman, we sent a notice, of course, to all of the 
departments concerned, and included among them was the Bureau of 
the Budget, which carried the burden of the argument in support of 
S. 2227, and I think the reply of the Assistant Director of the Bureau 
of the Budget should be inserted in the records, and I believe it 
might be advisable that it should be read. 

Senator Jonnsron. I think it would be well to read it, and it may 
become a part of the record. 

Mr. Woop. This is dated April 16, 1956, addressed to Senator John 
ston as chairman of the subcommittee : 


My Drar CHAIRMAN: This is with reference to your letter of April 11, 1956, 
giving notice of public hearings to be held on April 20, before the Subcommittee 
on Trading With the Enemy Act and requesting that the subcommittee be ad- 


vised if the Bureau of the Budget should wish to present testimony at those 
hearings. 

The position of the Bureau of the Budget on S. 2227 and related bills was set 
forth in my testimony before the subcommittee on November 29, 1955. I would 
like to take this opportunity to reaffirm the position taken in that testimony and 
to advise the subcommittee that the Bureau of the Budget does not wish to pre 
sent additional material at this time. 

Sincerely, 
Mr. Rep, Assistant Director. 

(The letter referred to will be found in the files of the subcommittee. ) 

Mr. Woop. That concludes for the moment, Mr. Chairman, the 
pertinent communications. 

Senator Jonnsron. All right. 

Call your witness, then. 

I think our first witness this morning is Senator Bible. 

Senator, are you ready to be heard? 

Senator Brsite. Yes; [ am, Mr. Chairman. 

Senator Jounston. We will appreciate anything you have to tell 
us this morning. 
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STATEMENT OF HON. ALAN BIBLE, UNITED STATES SENATOR 
FROM THE STATE OF NEVADA 


Senator Busts. Mr. Chairman, and Senator Langer, I am very ap- 
preciative of your courtesy in permitting me to “testify early this 
morning. I have a committee commitment with the Interior Com- 
mittee, which I must attend, and I appreciate this courtesy. 

Senator Jounston. We are delighted to hear you first, because we 
know that you must go ahead with your other obligations. 

Senator Brnte. Thank you very much. 

I am appearing here today in connection with two bills now before 
this subcommittee, and while I am fully aware of the enormity of 
the task before this subcommittee and the magnitude and complexity 
of the legislation which awaits your consideration and recommenda- 
tions, I w vill address myself only to one aspect of the problem. 

That aspect is the return of American assets to American citizens. 

S. 854, introduced by Senator Langer, has many supporters, in- 
cluding the former Senator from Illinois, Scott Lucas, who appeared 
before this committee at the last public hearing and urged favorable 
treatment. I, too, support the underlying theory of S. 854, and I 
am convinced that it will work substantial justice by providing ad- 
ministrative relief under section 32 of the act for those individuals 
whose vested property consists of proceeds acquired from American 
citizens. 

I have offered an amendment to S. 854, which brings within its 
scope present citizens of the United States as well as citizens of Ger- 
many. 

I have submitted this amendment, and I support the bill, Mr. Chair- 
man, because it seems to me that in simple honesty we cannot, as a 
legislative body, maintain the proposition that property built up by 
the hard w ork, acumen, and diligence of citizens of the United States 
should be wrested from their sons, daughters, and other heirs by a 
Jaw never meant to accomplish such an untoward thing. 

The Trading With the Enemy Act has been described by the Su- 
preme Court as “legislation of a makeshift patchwork,” and while 
I do not for one moment doubt its necessity in time of war or na- 
tional distress, let us not forget that it was enacted in haste, and like 
many other emergency measures, sometimes operates more severely 
and more harshly than its drafters intended it should. 

Let me give you an example which points up this matter very 
clearly. My own home State of Nevada is now the residence of Mrs. 
Friederike Strachwitz, the great-granddaughter of former United 
States Senator Sharon, and the granddaughter of former United 
States Senator Francis Newlands, both of whom represented Nevada 
in the United States Senate for many years. 

The mother of Mrs. Strachwitz, who was the daughter of Senator 
Newlands, married a German citizen, and a few months after the 
birth of Friederike, died an untimely death. The father of this child 
Friederike remarried a German citizen. Although Friederike spent 
much of her childhood in the United States, as well as England and 
France, she was nevertheless, simply by virtue of her birth, a citizen 
of Germany. 
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Friederike Strachwitz inherted property from her American mother, 
which property had been accumulated by both her grandfather and 
creat-grandfather and passed on by them to her mother. This prop- 
erty has always been in the United States, und since 1927 has been 
held in trust for the benefit of Friederike Strachwitz by the Union 
Trust Co. of this very District of Columbia. The property consists 
of tightly-held family land- holding corporations, one of which devel- 
oped | Chevy Chase in the outlying environs of the District, and others 
with interests in California and Nevada. 

In January of 1943, this property was vested by the Alien Prop- 
erty Custodian, acting under the Trading With the Enemy Act, since 
Mrs. Strachwitz was living in eastern Germ: ny with her ‘husband at 
the time. 

Thus, for the past 13 years, the Alien Property Custodian has re- 
ceived the income from this trust, but the corpus of the trust has never 
been reduced to possession of the United States. Therefore, although 
revesting of the income in Friederike Strachwitz will cost the U nited 
States some $450,000, the revesting of the corpus of the trust will cost 
the United States nothing. 

Shortly after the termination of World War IT, in the course of 
which Mr. Strachwitz’s property was confiscated by the Russians and 
is still held in Communist Poland, Mr. and Mrs. Strachwitz and their 
2 sons and 4 daughters made their way with great hardship to this 
country, and became naturalized citizens of the United States, in Reno, 
Nev., where they now live. 

These 2 sons of Mrs. Strachwitz now wear the uniform of our 
Armed Forces: Christian Strachwitz is a soldier in the Army of the 
('nited States, serving his country abroad, and Hubertus Strachwitz 
isa midshipman at the United States Naval Academy at Ann: apolis, 

Tronically enough, about one-fifth of the corpus of Mrs. Strach- 
witz’s trust, which is still in the possession of the Union Trust Co., 
is in the form of United States Treasury bonds. Thus, the Govern- 
ment is in the anomalous position of borrowing money from Mrs. 
Serechwits and then confiscating or attempting to confiscate the obli- 

gation of the Government to repay her. 

About a month ago I introduced, with Senator Eastland, a bill, 

S. 3507, to amend section 32 of the act so that the administrative relief 
heretofore provided for citizens of other countries, might be extended 
to citizens of the United States. 

This bill, which changes the present law only in that very minor 
respect, simply provides that a citizen of this Nation may now file 
for return of his vested property if, at the date of en: uctment of the 
bill, he or she is a citizen of the United States. 

There is already appropriated for the purpose of returns heretofore 
authorized under this particular subdivision of section 32, the sum of 
$9 million, and the Alien Property Office has advised me that at 
least half of that sum remains available to pay claims. 

Thus, S. 3507 would require no additional appropriation, and its 
net. effect is simply to make available to citizens of this Nation that 
same administrative relief which has been heretofore available to 
citizens of other nations who have been able to show the requisite 
political, racial, and religious discrimination. 





288 RETURN OF CONFISCATED PROPERTY 


Surely, Mr. Chairman, naturalized citizens of this Nation are as 
much entitled to their property as are native-born citizens. We do 
not have and we never have had second-class citizens in the United 
States. 

So touched was I by the plight of Mrs. Strachwitz that in July of 
1954 I introduced a private bill for her relief. Congressman Young 
of Nevada introduced a similar companion bill in the House of Rep- 
resentatives. These bills were, of course, referred to the various 
executive agencies for their recommendations. Both the Department 
of Justice and the Department of State objected to the enactment of 
these private measures on the ground that they would accord Mrs. 
Strachwitz a preference over others in her class. 

Senator . .NGER. Will you repeat that? 

Senator Braie. Yes. 

The objection, Senator Langer, was based upon the fact that, and 
directing my attention to the private relief bill which I introduced, 
the objection of the Departments was to the effect that they accorded 
Mrs. Str: = ‘-hwitz preference over others in her class. 

Now, 8. 3507, which I introduced with Senator Eastland, patently 
ects the possibility of any such recommendation since it treats 
equally all those in the class it contemplates, and that class is, I repeat 
citizens of the United States. 

I would like to point out also that if former citizens of Germany 
have been admitted to citizenship in this country, by that very fact 
they are absolved of any Nazi tinge or tendency, since—and the De- 
partment of State can verify this—American citizenship has been 
denied consistently and w ithout qualification to former Nazis. 

In conclusion, Mr. Chairman, I urge a favorable consideration of 
S. 3507 and of S. 854 with the amendment I have offered, not alone 
for the benefit of Mrs. Strachwitz but because the very fabric of our 
law and our society rests, in great measure, upon the preeminent 
regard and respect we, as a nation, have always had for the sanctity of 
private property. 

Mr. Chairman, thank you very much for this opportunity of ap- 
pearing before you. 

Senator Jounsron. Are there any questions? 

(No response. ) 

Senator Jonnsron. Senator Bible, we certainly appreciate your 
coming before the subcommittee this morning to testify. We realize 
you have to go to the other committee—— 

Senator Bieter. If I may be excused. 

Senator Jounston. Yes; you are excused. 

Now, call our next witness. 

Mr. Woop. Mr. Clay, of the Foreign Claims Settlement Commis- 
sion desires to testify, to sup yplement the testimony given by Mr. Gil- 
lilland, the Chairman of the Commission, at a previous hearing. 

Senator Jonnsron. If you want, you may just submit your state- 
ment for the record, and brief us on it; we will be glad to have you do 
so. We have a number of witnesses, and want to use as little time as 
possible and get as much information in as possible, at the same time. 

Mr. Cuay. Yes, sir, Mr. Chairman. 

In respect to the time limit, I am : asking that the prepared statement 
that I have be inserted for the purposes of the record. 
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However, if I may, and by your indulgence, I would like to point 
up 1 or 2 items merely to emphasize them, Mr. Chairman, and that 
will be the termination of my testimony. 

Senator Jonnston. Glad to have you do it that way. 


STATEMENT OF HENRY J. CLAY, MEMBER, FOREIGN CLAIMS 
SETTLEMENT COMMISSION 


Mr. Cray. Mr. Chairman and members of the subcommittee, I 
appreciate this opportunity to appear before your committee and to 
joint in the recommendation heretofore made | yy Chairman Gillil 
land for the favorable consideration of S. 2227 and H. R. 6730, com 
panion bills now pending in the Congress, which provide for the de 
termination and at least partial compensation of certain claims of 
American citizens arising out of World War II but limited to losses 
in the European theater of war. 

I shall not undertake to do more than supplement the statement 
already made by Chairman Gillilland by pointing up some of the 
considerations which influenced various specific provisions of the bill, 
by making certain suggestions for its improvement which have oc 
curred to me since the bills were introduced, and by indicating some of 
the major problems which would be left for determination by the Com 
mission. 

Your committee has previously been informed that the enactment 
of S. 2227, as introduced, would be in accord with the program of the 
President. The considerations and proposed amendments to that 
bill, which are presented in the remarks which follow, have not been 
coordinated within the executive branch and should be interpreted 
as statements of my own views rather than those of the administra- 
tion. 

It will be noticed that section 203 (a) of S. 2227, as now written, 
would limit claims for losses to the countries of Albania, Austria, 
Czechoslovakia, Germany, Greece, Poland, and Yugoslavia. 

It should be noted that this area does not include other countries 
Great Britain, France, Belgium, The Netherlands, and so forth 
which were also affected by military operations and in which con- 
siderable American war losses were suffered. 

The exclusion of these areas was dictated by the consideration that 
in all of such countries some provision, if only of a limited nature, 
was made by local legislation in favor of United States nationals; 
whereas, so far as we are aware, no such provision was made in 
any of the countries now named in the bill. 

Subsequent to the drafting of this bill, information has been re 
ceived indicating that a small number of claims deserving equal treat 
ment may also have arisen in areas which were formerly, until their 
incorporation in the Soviet Union in 1940, the independent countries 
of Estonia, Latvia, and Lithuania. 

I would, therefore, recommend that appropriate language be added 
to the bill (in sees. 201 (a) and 203 (a)) for the purpose of including 
such additional areas. 

[ would like to point out that it is not the intent of sec. 203 (a) that 
the losses there described be losses attributable solely to military 
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operations of Germany. By the phrase “as a direct consequence of 
military operations of war,” it is intended that there be included 
within the scope of section 203 (a) all such losses, whether attributa- 
ble to Germany or any of its allies or to.any of the Alhed powers, 
including the United States, as well as action by any other forces 
which might fair ly be described as “military operations of war.” 

The phrase “special measures directed against property during 
the war” is intended primarily to encompass such governmental 
measures as sequestration, military requisitioning, et cetera. 

I should also like to call to your attention, in connection with your 
consideration of section 203 (a), that the bill as it is now written 
would apply only to losses which occurred between September 1, 
1939, the date of the outbreak of hostilities, and May 8, 1945, the 
date of the armistice with Germany. 

While it is the general purpose of section 203 (a) to limit claims 
thereunder to those directly resulting from “military operations of 
war,” which, for the most part, ceased upon the armistice, it occurs 
to me that some acts, whether by German forces or others, which 
would unquestionably be described as “military operations of war,” 
inight, nevertheless, have occurred during a brief period subsequent 
to the armistice date; and here again, I believe that such claims should 
also be considered compensable. 

This might be accomplished by amending the phrase— 


during the period beginning September 1, 1939, and ending May 8, 1945— 
to read— 
during the period beginning September 1, 1939, and ending October 19, 1951-— 


the date on which, although a formal peace treaty had not been en- 
tered into, the war between Germany and the United States was 
declared by Presidential proclamation to be formally ended. 

Here, also, as a matter of drafting, it will be noted that the phrase 
“special measures directed against ‘property during the war” does 
not include, nor does the bill otherwise include, a definition of “the 
war.” 

In this connection, it might be advisable to replace the phrase “dur- 
ing the war” with language of the kind last indicated, so as to cover 
the period between September 1, 1939, and October 19, 1951. 

Also in connection with section 203 (a), I would like to call to your 
attention the sentence: 

The sale, transfer, or assignment of such property subsequent to such damage, 
loss, or destruction shall not operate to extinguish any claim of the transferor 
otherwise compensable under this subsection. 

I believe the intent of this sentence would be expressed more clearly 
if the words “in itself” were inserted before the phrase “operate to 
extinguish * * * under this subsection.” This would give the Com- 
mission an opportunity to determine whether upon the facts attend- 
ing the transfer of the property, such a claim had, in fact, or as a 
matter of law, been extinguished. 

The last sentence of section 203 reads: 


If a claim otherwise compensable under this subsection has been assigned 


for value, the assignee shall be the party entitled to file a claim under this 
subsection. 
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In connection with this last sentence, I should like to point out that 
it is the Commission’s view that any such assignee would not be en 
titled to an award unless he was also a United States national and 
could, as such, have filed the claim in his own right if it had acerued 
to him originally. 

In other words, a claim so assigned to a nonnational of the United 
States would not be compensable. 

In this connection also, your attention is called to the possible con- 
flict between this last provision and the provisions of section 20s, 
The last-mentioned section is designed generally to curb speculation 
in such claims. 

It is not intended that a bona fide assignee for value of any such 
claim should be limited in his award to the amount of the considera- 
tion paid by him. 

Since there is no real indication that there has been any substantial 
amount of objectionable speculation in connection with those claims, 
it is suggested that section 208 be deleted from the bill entirely. 

The primary reason for its inclusion in Public Law 285, 84th Con 
gress, which the Commission is now administering and which relates 
to claims against Russia, Hungary. Rumania, Bulgaria, and Italy, 
was because many compensable claims under that bill are based upon 
governmental bonds in which there has, in fact, been considerable 
speculation. That apparently is not the case here. 

Passing to section 203 (b) of the bill, your attention is invited to 
the fact that claims thereunder, which relate to losses of ships or ship 
cargoes, as distinguished from claims under section 203 (a), are to be 
limited to those attributable to military action by Germany alone, 
during the period beginning September 1, 1939, the date of actual 
outbreak of hostilities and ending May &, 1945, the armistice date. 

Since we are not aware of any shipping or cargo losses attributable 
to military action by Germany which occurred after May 8, 1945, I see 
no reason for altering this phrase, as I have suggested with respect 
to section 203 (a), although there would be no objection to making 
such a change. 

The second and third sentences of section 203 (b) are subject to 
the same comments already made with respect. to the corresponding 
language in section 203 (a). 

Finally, with respect to section 205 (b), your attention is called 
to the provision that no award under this subsection shall be made 
in favor of an insurer subrogee. 

In this connection, it should also be noted that similar prohibition 
does not apply with respect to property losses covered by section 
203 (a). 

Undoubtedly, many claims by insurance companies based upon 
their having paid war losses covered by section 203 (a) could be 
asserted. ‘The committee may wish either to permit this question 
to be determined by the Commission upon the filing of such claims, 
or it may now undertake to express its views in that regard. 

If the committee desires to follow the latter course, it is suggested 
that appropriate language, one way or the other, be added to section 
203 (a). 

Moving to section 203 (c) of the bill, the general purpose of this 
subsection is to compensate United States insurance companies for 
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their net losses incurred in the settlement of claims for insured losses 
of ships or cargoes owned by United States nationals. 

For this purpose, a corporation or other legal entity would, in 
effect, be deemed to be a United States national only if at least 50 
percent of such entity was owned by individual United States na- 
tionals. 

The committee may wish to consider whether the phrase “at least 
50 per centum” should be ch: inged to read “at least 51 per centum”, 
or “more than 50 per centum”, thus incorporating the principle 
of majority American ownership. 

In this connection, the committee may wish to consider whether, 
if the insured was a United States national at the time of the loss, 
it should also be required, for the purpose of rendering the claimant 
insurance company a qualified claimant, that the insured be a United 
States national at the time of settlement of the claim as well. 

This latter provision, now in the bill, would seem to have no real 
bearing upon the qualification of the claimant insurance company 
itself. It will be noted that here again the claims are limited to those 
based upon losses flowing directly from German military action 
alone. 

In eXamining section 203 (d), it should be noted that the general 
purpose of this subsection is to provide some compensation for death 
or personal injury and incidental property losses suffered by United 
States civilian passengers on commercial vessels which were attacked 
by Germany between the beginning of hostilities on September 1, 
1939, and the date of our declaration of war against Germany, De- 
cember 11, 1941. 

This would apply primarily to claims on behalf of the 30 Ameri- 
eans who were killed on September 3, 1939, in the sinking of the 
S. S. Athenia by a German submarine. It would, of course, also in- 
elude such additional claims of this kind as may have arisen, during 
the period indicated, under similar circumstances; but it is not con- 
templated that such cases would be considerable. 

In the matter of compensable personal injury claims, the committee 

nay wish to consider the fact that the bill makes no provision for 
al by such United States nationals as were interned by the 
German authorities during the war, during which internment they 
were subjected to mistreatment. 

No provision has been made for such claims in any of the war 
claims legislation theretofore enacted. Apparently, the reason for 
their exclusion heretofore has been the view that as all such persons 
had been adequately warned by the United States Government to 
leave Europe before the outbreak of war, claims by such persons who 
nevertheless stayed behind and were thereafter interned should not 
be recognized. 

It occurs to me, however, that there may have been certain per- 
sons who may well oH ave found it impossible, for a variety of reasons, 
to leave the war areas; and it would seem to me that if, in fact, any 
person so situated was subsequently interned and during such in- 
ternment was mistreated, appropriate consideration might neverthe- 
less be given such claims. 

The committee may, therefore, wish to consider whether such ad- 
ditional categories of claimants might not be added to the bill. 
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The limitation to $7,500 of awards under this subsection on account 
of death or disability is designed to conform this provision with that 
in section 5 (f) of the War Claims Act, relating to death or 
of civilian internees in the Pacific theater of war. 

It should be noted that the payment of any award on account of 
the death of any such passengers and the payment of an award to 
such a passenger who, while not killed at the time of the atts ick, died 
subsequently ‘and prior to the making of the award, is to be made 
to the persons who are specified as qualified survivors, under similar 
cur umstances, in connection with the existing claims provisions of 

e War Claims Act. 

T he final category of compensable claims is provided by subsec 
tion (e) of section 203. This section generally is designed to provide 
for a relatively small number of claims for losses resulting from the 
removal by the Russians after the armistice, of certain industrial and 
other capital equipment in Germany owned by United States 
tionals. 

Such removals were effected by the Russians in the nature of repara- 
(ions and as far as we understand, with the knowledge and consent 
of the American military authorities then in occupation of Ger 
many. 

Under these circumstances, there would appear to be a clear moral 
obligation on the United States to provide some measure of compensa- 
tion to such claimants even though such losses occurred after the war 
and were not the direct result of military operations and were not at- 
tributable to German action. 

Section 204 (a) is designed to eliminate the virtually insufferable 
administrative burden of computing losses with respect to a large 
variety of items which do not lend themselves to accurate evaluation 
and are peculiarly subject to difficulties of proof of loss—for exam- 
ple, claims with respect to currency, bullion, furs, jewels, works of 
art, and intangibles, like accounts receivable. 

An exception is made, however, with respect to items of property 
of this kind which constituted inventories or equipment for con- 
ducting a trade or business. The exclusion would thus be limited gen- 
ere ully ‘to personal property items privately owned by individuals. 
Precedent exists for this provision in the Philippine Rehabilitation 
Act of 1946. 

Section 204 (b) presents another difficult policy consideration. 
That section provides that there should be deducted from any award 
which would otherwise be made, all amounts which the claimant has 
received or is entitled to receive from any source on account of the 
losses or losses with respect to which the award is made. 

This provision generally is designed to require the Commission to 
take into account such compensation as the claimant may have re- 
ceived under domestic legislation enacted by 
involved. 


injury 


ha 


the various countries 


It. would also take into consideration such compensation as the 
claimant may have received or will receive under the provision: of 
section 304 of the International Claims Settlement Act of 1949, as 
last amended by Public Law 285, 84th Congress, which provides for 
war loss claims against the Government of Italy, for which provision 
was not made in the Treaty of Peace with Italy. 
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In administering section 304 of Public Law 285, the Commission 
has determined that it will undertake to make awards on account of 
losses of United States nationals attributable to Italian action in the 
various countries outside of Italy (e. g., Albania, Greece, Yugoslavia, 
et cetera) which were affected by Italian action during the war. 

In this connection it should be noted that it is the Commission’s 
view that there should be credited against such awards, the proceeds 
of insurance which may have been received by a claimant on account 
of such war losses. 

The argument might be made that it is inequitable to deduct from 
the amount of any loss the proceeds of insurance for which the 
claimant has paid a premium or may have paid such premiums for 
many years prior to the loss. 

On consideration of all pertinent factors, however, particularly in 

view of the limited nature of the fund which would here be avail: ails 
for distribution, it is the Commission’s view that such insurance 
proceeds should be deductible. 

Section 205 is designed to incorporate the traditional principle of 
international law under which the United States would not espouse 
the claims of its citizens against foreign governments unless such 
claims were continuously owned by United States citizens from the 
date the claim arose until its presentation. 

Here again, as the law is now written, a corporation or other legal 
entity is deemed to be a United States citizen only if it is at least 
50 percent owned by United States citizens. 

As I have indicated, the committee may wish to consider whether 
the 50 percent requirement should not be amended to require at least 
majority United States ownership, thus conforming this provision to 
the corresponding provision in Public Law 285 to which I have 
already made reference. 

Section 206 is likewise designed to conform to the existing corre- 
sponding provisions of Public Law 285, section 311. The “general 
purpose of the 25 percent limitation set forth in subsection (b) of 
section 206 is to relieve the Commission of the administrative Sado 
of adjudicating a large number of relatively small claims, based upon 
indirect ownership in nonqualified corporations, unless there was, in 
the aggregate, a substantial American ownership in the entity. 

With respect to the payment provisions of section 211 (a), par- 
ticular attention should be noted to the fact that death or personal 
injury claims to which I have already referred and which would be 
compensable under section 203 (d), are to be paid in full, as priority 
payments, rather than on the pro rata basis on which other claims are 
to be p: aid, 

Your attention should also be called, I believe, to the provisions of 
section 215 relating to attorneys’ fees. As now written, the bill im- 
poses an arbitrary limitation on the payment of attorneys’ fees of 
10 percent of the total amount paid on any award. 

I would suggest that this provision be amended to conform to the 
corresponding provision, section 317, of Public Law 285, in which an 
opportunity is afforded to attorneys to petition the Commission for 
an order authorizing, under special circumstances, the payment of 
attorneys’ fees in excess of that limitation. 
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There are other provisions of the bill which 1 do not consider of 
sufficient importance to burden your attention. These are largely 
related to administrative prob lems and do not, I believe, require ex 
tensive comments. They are, in general, similar to the provisions 
relating to the same problems which have already been considered 
and approved by the Congress in connection with its enactment of 
Public Law 285. 

This war damage claims program in favor of United States natior 
als is sound and a well overdue recognition of American citizens’ 
rights. I caanenanel it to you for your favorable consideration. 

Now, Mr. Chairman, there has been some discussion and, no doubt, 
considerable discussion in legal and other circles concerning the ques 
tion of the return or not to return enemy property seize . by the United 
States Government during the course of World War IL. 

My appearance before your committee—I want at to distinetly 
understand that I am not concerned, nor do I desire to participate 
in that feature of the legislation pending before this subcommittee 

I might say, however, that I am definite ly in support of the admin 
istration bill cover ing the entire program, as incorporated in S. 2227. 

Senator JouNnston. May I ask one question that has worried me 
a little bit. 

Some people have their money, up to $10,000, invested in corpora 
tions. I don’t believe that we return tothem anything. 

Mr. Cray. That is correct. 

Senator Jounston. Why do you think we should make a distinction 
between a corporation and an individual who uses his money and puts 
it into stocks ? 

Mr. Cray. This is a feature—and I suggest to you, Mr. Chairman, 
that I am not involving myself in any question of return or not re 
turning—— 

Senator JoHnsron. | know that, but as a member of the commit 
tee—and I know other members are probably bothered with the same 
question in their minds—— 

Mr. Cray. Yes, sir. 

The position, as far as the administration is concerned, was devel 
oped to a great extent by policy that was suggested by the Department 
of State. We did participate, the Foreign Claims Settlement Com 
mission, in the deliberations relative to the discussions with the repre 
sentatives of the German Government, and, as a result, there was a 
meeting of minds and a policy determination was made on that. 

The basis for that, as I say, I think there are others more qualified 
from the Department of State that could testify to that- 

Senator Lancer. A meeting of the minds? Now, whose minds 
met ? 

Mr. Cray. As you recall, Senator Langer, in the testimony by my 
colleague, Judge Gillilland, and the Chairman of the Commission, 
at the November hearing it was suggested that when the representa- 
tives of the German Government came over to this countr v to discuss 
this problem, representatives from all branches of the Government 
that were concerned with this problem were invited to attend, and did 
participate in these discussions. 

Further, that when this administration bill, S. 2227. was drafted, all 


~ S256, 


interested agencies of the Government were invited to attend, and, in 


77583—56——20 
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fact, did attend and did participate in the deliberations resulting in 
the draft of that bill that 1s presently before von, sir. 

Does that answer your question 4 

Senator Langer. Proceed. 

Mr. Cray. Thank you. 

Mr. Chairman, what Lam primarily concerned with, and in my role 
as a member of the Foreign C laims Setlement Commission of the 
('nited States, is the payment of American war claims by the Federal 
Republic of Germany. Those claims which arise out of war damage 
to property owned by American nationals that were affected as a 
consequences of the ravages of war. 

This program, namely, the claims program, is not directly affected 
with the return feature, although it is a part of the so-called package 
deal involved. 

It represents a plan for payment of American war claims out of 
future payments by the Federal Republic of Germany on its debt to 
the United States for postwar economic assistance, and the establish- 
ment of a fund in the United States Treasury to the extent of $100 
million, to be known as the German claims fund, to which payment 
would be made through the Foreign Claims Settlement Commission 
to American nationals having war claims against Germany. 

Experience has shown, by this and other commissions that have had 
the responsibility of investigating and making awards on claims, in- 
dicates that the sooner such a program is undertaken, the easier it 
would be for the Commission to investigate and establish those claims. 

I call only to your attention the problems that presently face this 
Commission as a result of the Litvinov assignment claims that were 
passed recently under Public Law 285. Undoubtedly, many of the 
claims that will be presented before the Commission are going to 
present many knotty problems as the result of the passing on of 
decedents’ estates, and the like, and I would suggest that it would cer- 
tainly be in the best interests of good government and assistance to 
American nationals affected under this legislation, that ,the sooner 
this claims portion of the program were decided, it cert: Linky would 
be better for the twenty-thousand-odd Americans that would be 
affected by this legislation. 

The program, Mr. Chairman, as you know, is for the payment of 
American war claims against Germany, in full, up to $10,000, with a 
proration of the claim above that amount, as money in the fund would 
be available. 

Therefore, the proposed arrangement would not involve any cost 
to the taxpayers or to the Federal Government, inasmuch as it is pro- 
posed to use the payments made by the Federal Republic of Germany, 
pursuant to the agreement covering the settlement of claims with the 
United States for postwar economic assistance. 

Regardless of the means by which the return of German assets is 
accomplished, this Government is bound to consider the equitable war 
claims of its own citizens. We recognize that the payment of Ameri- 
can war claims—— 

Senator Lancer. Mr. Clay 

Mr. Cuay. Yes, sir? 





Senator LANGER (continuing). Why is it equitable to return $10,000 
and not $11,000? 
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Mr. CLay. You are apparently suggesting the return of the prop 
erty. lam speaking, Senator, specifically of the $10,000 figure that 
| am using as the $10,000 figure that would be paid out of this fund 
hat is created, to American nationals 

Senator Lancer. | understand. 

Mr. CLay (continuing). Asa result of their property being damaged 
by the war. It has nothing to do wth the $10,000 feature of the re 
turn of assets to German nationals. 

Senator Lancer. How did you arrive at that S1O.000 feure ¢ 

Mr. Cray. It was a means, after studying, by which it was felt 
hat this figure would be a figure in which the largest number of 
claimants could participate in, without the larger claimants, 
speak, reducing the fund substantially. It was a figure which . 
great majority of expected claimants, American n: ition: ils, would be 
paid in full up to that figure, and then if they had claims in excess of 
the $10,000 figure, they would participate in the general fund. 

Senator Jounston. Do vou have an estimate of how much that 
would return / 

Mr. Cray. I do not have the figures for that, Mr. Chairman, but 
ertainly, if you would like to have an analysis 

Senator Jounsron. We would like to have it. I think it would be 
well also to give us an estimate of how much is vested now, or I should 
say, invested in corporations in the United States, so we would have 
those things and know just what we are shooting at, so to speak. 

Mr. Ciay. I am sure that we can get that data for you. 

It is undoubtedly, without question, the prime responsibility of our 
Government now to provide for an adequate and timely fund for 
property damage claims arising in Germany, and in other countries in 
the European theater, resulting from Germany action in those cases 
where no provision has been yet made for compensation. 

This legislation, Mr. Chairman, will provide a tardy and somewhat 
belated recognition of the rights of near ly 20000 Ame ‘rican nationals 
whose property rights were damaged as a result of World War IL. 

I, as an individual member of this Commission, wholeheartedly 
recommend the provisions of the claims portion of this bill, as well as 
the entire bill, S. 2227, for your earnest consideration and enactment 
into law, and I thank you for this opportunity of appearing before 
your committee: and if there are any questions, I will certainly be 
happy to answer them, sir. 

Senator Jonnsron. Are there any questions / 

(No response. ) 

Mr. Woop. I assume, Mr. Chairman, you want the complete state- 
ment in the record. 

Mr. Cray. If you would, please. 

Senator Jornston. That will become a part of the record. 

Now, call your next witness. 

Mr. Woon. I believe, Mr. Chairman, if you will permit me, it might 
be pertinent to the record, at this point, in view of the questions which 
you and Senator Langer asked the witness, that there be put in the 
record ¢ orrespondence | passing between you and the State Department, 
and you and Mr. Abs, following the last 2 days of hearings—there was 
some disagreement as to the position taken by the delegations, where 
it is now claimed that their minds had met. 
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On December 9, 1955, you addressed a communication to Mr. 
Murphy, requesting the correspondence passing between the State 
Department and Mr. Abs, subsequent to their public announcements 
March 5, 1955, and March 3, 1955, and I have the complete corre- 
spondence. 

Senator Jounxsvon. Any objection to this becoming a part of the 
record ¢ 

( No response. ) 

Senator Jounsron. Hearing no objection, it will be so done. 

(The communications referred to are as follows :) 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON TRADING WITH THE ENEMY Act, 
Washington, D.C., December 9, 1955. 
Hon. Roserr D. Murpuy, 
Deputy Undersecretary of State, 
Depurtment of State, Washington, D.C. 


Dear Mr. Murpuy: In accordance with your assurance at the recent hearings, 
will you be good enough to furnish for the record the exchange of communica- 
tions between Mr. Abs of the German delegation and Mr. Barbour representing the 
American delegation in connection with the discussions in February and March 
of this year concerning the disposition of alien property? We particularly desire 
the following: 

(a) Mr. Abs’ opening statement February 10, 1955. 

(b) Opening statement of Mr. Barbour February 15, 1955. 

(c) Reply of Mr. Barbour February 17, 1955. 

(d) Final statements of Messrs. Abs and Barbour of March 8, 1955. 

We would appreciate receiving copies of any communications passing between 
Mr. Abs and his associates, on the one hand, and Mr. Barbour and his associates, 
on the other hand, subsequent to the termination of the personal conferences. 

Very truly yours, 
Ou1In D. JoHNsTON, Chairman. 


DEPARTMENT OF STATE, 
Washington, March 21, 1956. 
Hon. OLIN D. JouNstTon. 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate. 

DEAR SENATOR JOHNSTON: In your letter of February 17, 1956, you asked for 
copies of all correspondence between Mr. Abs and the Department relating to 
vested German assets following the close of the governmental discussions on this 
subject on March 8, 1955 

As we informed you in our letter of February 15, 1956, the documents made 
available to your subcommittee constitute the full documentary record of the 
official discussions between the two Governments on this subject. There were no 
written communications of any kind with Mr. Abs or his associates after the close 
of the discussions on March 3, 1955, and before the submission of the administra 
tion’s bill to the Congress on June 6, 1955. 

Letters were exchanged between Mr. Abs and officials of the Department after 
the legislation had been introduced in the Congress. The most recent letter 
was addressed by Mr. Abs to the Department under date of February 15, 1956. 
Verified copies of all such correspondence are enclosed as described below : 

Letter from Mr. Abs to Mr. Barbour of June 24, 1955, and Mr. Barbour‘s reply 
of July 27, 1955. 

Letter from Mr. Abs to Mr. Barbour of September 19, 1955, and Mr. Barbour’s 
reply of November 21, 1955. 

Letter from Mr. Abs to Mr. Barbour of October 19, 1955, and replies of Novem- 
ber 14, 1955, and December 12, 1955. 

Letter from Mr. Abs to Mr. Murphy of December 23, 1955, and Mr. Murphy's 
reply of January 17, 1956. 
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Letter from Mr. Abs to Mr. Murphy of February 15, 1956 

Your particular attention is invited to Mr. Abs’ letter of October 19, 1055, in 

hich he urges for hardship reasons the prompt return of the vested assets of 
Miss M. von Klenze, a lady of 81 years of age, supported by public charity. This 
is illustrative of the type of hardship case referred to in the exchange of 
correspondence between the German Chancellor and the President, and for which 
the administration's proposal was designed to provide relief. In view of the 
desirability of providing early relief to such cases, the Department hopes that 
the proposals of the administration will be given early and favorable considera 
tion 

Sincely yours, 
Rosert C. HILr, 
Assistant Secretary 
FRANKFURT (MAIN), June 24, 1955 
Mr. WaALWortH Barsour, 
Under Secretary of State, 
State Department, Washington, D. C. 

Dear Mr. Barsour: After the bill of the administration to amend the Trading 
With the Enemy Act, as amended, and the War Claims Act of 1948, as amended, 
has been transmitted to Congress on June 6, and after having studied prelimin- 
arily the text of the bill as well as the explanatory memorandum thereto and the 
covering letter of the Secretary of State, Mr. John Foster Dulles, I should like 
to give you some personal comments on a number of points concerning these 
documents in the light of the discussions and talks I had the honor to have with 
you and your colleagues in February and March in Washington. 

Very unfortunately, the discussions on the bill within the competent United 
States departments took a rather long time—which, by the way, is quite under- 
standable in view of the complex nature of the subject—so that your as well as 
our desire to have the bill through before Congress ends its current session may 
perhaps not materialize. Still, I hope sincerely that everything can and will be 
done to make up for the delay. I should be very grateful to you if you could 
employ every possible influence on your Department to that effect. 

I have not studied the bill thoroughly enough, due to other urgent work and to 
several trips abroad during this month—please consider the following remarks 
merely as my first reaction. There may be some other points of equal import- 
ance which I might raise later on. 

1. As to the covering letter of the Secretary of State, to begin with, Mr. Dulles 
refers to the letter of Chancellor Adenauer to President Eisenhower of July 1954, 
recalling that the Chancellor drew the attention of the President to the hard- 
ships suffered by many of the German individuals whose property had been 
vested, e. g. old people, pensioners, and beneficiaries of insurance policies and 
inheritances, and had urged that the alleviation of these hardships cases would 
make a considerable contribution to furthering the friend<hip between the 
peoples of the United States and Germany. You will certainly remember that 
during our discussions in Washington I tried to point out that, in the same 
letter, Chancellor Adenauer not only referred to the aforementioned hardship 
cases but also to those German individuals and corporations who, by investing 
their capital in the States, have in the past contributed toward friendly rela- 
tions between the two countries and their peoples. You will find a remark on 
this subject in my opening statement of February 10, 1955. 

Since Mr. Dulles does not refer to this second category of German private 
owners, and no explanation is given why the cases of this category of owners have 
not been taken into account by the proposed return program, Congress as well as 
other people concerned obviously will be led to the impression that Chancellor 
Adenauer, the German Government, and the German public just wanted the 
hardship cases only to be settled and that this is being taken care of sufficiently 
by the administration’s bill. 

The second point is that Mr. Dulles in his letter then mentions that the repre- 
sentatives of the German Federal and Japanese Governments, after having ex- 
pressed the hope that the proposed restricted return would subsequently be fol- 
lowed by a broader program, were informed that the administration “did not 
envisage a broader return than was contained in the present recommendation.” 
This also does not give a complete picture of the result of our Washington discns- 
sions and will certainly add to the impression that the German side is fully 
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satisfied with the restricted return program as provided for in the bill. I may 
refer in this context to the very lengthy and difficult conversations we had on 
the point of leaving the door open for a broader solution of the property problem. 
Whilst the American administration at the time did not envisage a broader 
return and still does not do so at the present moment, as far as I can see, the 
German desire for a broader solution, nonetheless, was taken into account 
from your side by inserting our very much disputed phrase laid down in the 
same joint statement to which Mr. Dulles refers. The phrase was “While the 
future cannot be predicted.” To express my opinion frankly, I should have 
thought that Mr. Dulles, when quoting from the abovementioned statement, would 
not omit this phrase. 

I may add that since my return from Washington there has been a very wide 
circulation of opinion originating in your country which was also expressed, for 
instance, by a representative of the American Embassy during a visit of a num- 
ber of Congressmen in this country, to the effect that there was and is a complete 
satisfaction on the German side with the envisaged return program. During 
an audience which the above-mentioned Congressmen had with Chancellor 
Adenauer, this was denied in the presence of the Chancellor. The existence of 
this widespread opinion forced me to stress several times in the past that this 
opinion is not correct whatsoever. I did so, for instance, in my recent speech 
before the annual meeting of the Studiengesellschaft which you may have read. 
I enclose a copy of this speech herewith. 

This point, I think, is all the more important as, pursuant to section 212, the 
bill seems to express that war damage claims not covered by award payments 
still remain in existence. 

In the first part of his letter Mr. Dulles makes reference to the Paris repara- 
tions agreement of 1946, whereby the 18 Allies agreed to hold or dispose of the 
German external assets in such a way as to preclude their return to German 
ownership or control, ete. I have not denied and still do not do so that this 
agreement still is in existence, but I may point out that Mr. Dulles in his own 
statement during the hearings before the subcommittee of the Committee on the 
Judiciary on the Dirksen bill (S. 3423) referred to the motives of the Paris 
agreement by saying: 

“T may say that as a matter of interpretation of that agreement, it can be 
argued that it was not intended to operate in perpetuity, but was designed as 
a temporary measure, perhaps to assure against a revival of German militarism 
and the use of important German commercial assets possibly as an instrument 
of German militarism. I think that that danger has passed and that, if the 
agreement be given that interpretation—which I think is a reasonable one—then 
the action you contemplate is not only compatible with the powers of Congress 
but also is compatible with the executive agreement itself.” 

The mere reference of Mr. Dulles to the Paris agreement as contained in his 
letter will, I am afraid, have a somewhat peculiar effect on the opinion of the 
people concerned since the motives of the agreement mentioned by him really 
are obsolete after the Bonn Conventions have come into effect and the Federal 
Republic has become a member of NATO. If the Paris agreement was not 
intended to operate in perpetuity, being a measure to assure against a revival 
of German militarism, ete., the mere reference to that agreement would imply, 
to my mind, that these motives are still held to be predominant despite the mem- 
bership of the Federal Republic with NATO. 

Furthermore, it would have been appreciated very much here if section 32 of 
the Trading With the Enemy Act, to which Mr. Dulles refers in his letter, had 
been remodeled in some way and brought in line with the more justified and 
predominant feeling in your country and elsewhere according to which the 
ordinary German citizens are not responsible for the outbreak of the war. If 
you read section 32 with present-day eyes, these people who have not been 
persecuted by their own governments are supposed to have deserved the confis- 
cation of their properties. 

2. As to the contents of the bill itself, which, on the whole, is in full compli- 
ance with the results of our discussions, there are just a few points I should 
like to mention and which should might perhaps be taken into account. 

First of all, I may recall that in your written proposal you handed the Ger- 
man delegation it was said under point 10 that “Arrangements will be made 
to make the return program available to residents of East Germany upon reuni- 
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fication.” As far as I can see, there is no reference in the bill to such arrange 
ments. You will certainly understand that it would be very helpful politically 
for the German Government and the German people on this side and, particularly, 
on the other side of the Iron Curtain if something to that effect could be inserted 
into the bill, perhaps into the preamble. The Chancellor's constant endeavors 
are to convince the opposition in this country and the people beyond the Iron 
Curtain that the West is taking care of freedom and private interests of those 
who are living under Russian control. 

A similar point is section 40 e (2) of the bill. I wonder if there is a possi 
bility to give those Germans living behind the lron Curtain and who have 
emigrated or will emigrate to Western Germany after January 1, 1955, a chance 
for limited return pursuant to the bill, if the immigration into Western Germany 
takes place before the end of the period for filing the return application (se 
4) (K)), provided that the application is submitted within the same period 
To my mind there is really no fear that a considerable number of immigrations 
will take place after there is such good hope for ending the cold war And then. 
it seems to be a matter of justice and of good policy to give these people the 
same chance as those already living here in Western Germany. 

I further wonder why a distinction is made between the period of applica 
tion in the return program and in that of the war damage claims. I should 
think that an 18 months’ period for return applications would be of consid 
erable assistance in this field. Furthermore, I think that there should be a 
clause of extenuation for those who for important reasons have not the possi 
bility to file their applications within the normal period. 

Another point is the extent of the administration's costs pursuant to section 
40 (m). There, a percentage of the costs to be retained or recovered is not 
fixed. This is a matter of great concern to me since in very many cases hard- 
ships are involved and quite a number of properties value not more than 
$10,000. I am afraid that if a ceiling percentage is not fixed in the bill, say, 
at the maximum 5 percent, the costs would be fixed too high in proportion to 
the total amount of the proposed return, and that would not help to alleviate 
the hardship cases. On the contrary: Those who own more than $10,000 are 
hetter off than the others because of paragraph 2 of section 40 (m). I think 
there is too much leeway for decisions of the competent offices. 

A very important point, in my opinion, is also the insertion of section 4 in 
the bill of the administration permitting the sale of important vested properties, 
by which section 9 (a) of the Trading With the Enemy Act shall be amended 
I do not refer to specific cases but will only comment on this amendment in 
principle. The reason given for this amendment by Mr. Dulles “to facilitate 
the expeditious termination of the alien property program and to remove the 
Government of the operation of certain business enterprises” seems not to be 
adequate in the light of the overall policy to end the confiscation of private 
interests. I wonder if this provision will have a good effect on the public, 
whatever specific case may lie behind it. This is my personal view. 

On this occasion I may refer to the aide memoire of the American Embassy 
of May 5, 1955, dealing with discussions held in Washington by Mr. Schmidt 
Pauli of the Federal Republic Foreign Office and Dr. Haertel of the Ministry 
of Justice on the prejudicial effect of the return program of the United States 
vis-a-vis comparable countries that have been under German occupation during 
the war. As I understand, the above-mentioned aide memoire will be answeres 
shortly by the competent German authorities. But I may add personally that 
I have repeatedly pointed out that a prejudice of that kind cannot be con 
strued since the property question and the overall situation vis-a-vis other 
countries are in each case different, particularly concerning those countries 
who have been occupied by Germany during the war. Up to the present, no 
complaints whatsoever have been made to this country by other nations with 
respect to the effect of your program on German assets situated in these coun 
tries. You can be assured that each case will be handled from the German sic 
on its own merits. Moreover, there should be no reason for complaints } 
other nations since your administration itself expressly points out in the bill 
that the return will be made as “a matter of grace.” 

Please excuse the length of this letter, but I feel it is my responsibility to 
put forward the above-mentioned points, quite a number of which are, in my 
opinion, of considerable importance. 

Yours very sincerely, 
HERMANN J. Ars 





302 RETURN OF CONFISCATED PROPERTY 


[Not to be released before June 4, 1955) 


Tur CONFISCATION OF ALIEN PROPERTY IN THE LIGHT OF THE POLICY OF 
PROTECIING INTERNATIONAL INVESTMENTS 


The determined policy of the free Western World is to protect rightfully ac- 
quired private property and private interests at home and abroad. This is not 
only a philosophy based on the legal and moral foundations of the history of the 
occident, but it is also the expression of our sincere belief, confirmed by expe- 
rience, that private initiative, private pioneering are both impelling and basic 
elements of economic and social progress. 

Where the policy of confiscation and nationalisation leads—a policy which 
goes hand in hand with the suppression of private enterprise and personal free- 
dom—is clearly to be seen from the standard of living and the general position 
of the peoples within the territories of the eastern bloc. 

The fundamental reason why the Western World so strongly opposes the policy 
of the Communist nations is, in the first instance, not a matter of war and peace 
but the fact that they deny their citizens the free rights of man; that is, free elec- 
tion of their representatives, free enterprise, and the acquisition and defense of 
rightfully earned property, and that they are determined to extend communistic 
ideologies and rules to the countries of the West. 

Whereas the defense system built up by the western nations during the past 
years more and more is forming a powerful deterrent to military aggression from 
the East, the main danger still exists—and under the present circumstances will 
even increase—that the eastern bloc will intensify its efforts to influence public 
opinion in the western countries toward the acceptance of their ideas. 

What is the only effective answer to these imminent efforts? 

It is to demonstrate to all the peoples, particularly those of the underdeveloped 
areas of the world, that to adhere strictly and without exception to the inviola- 
bility of freedom and private rights is the overruling policy of the western 
zovernments. 

But, are we as yet in the position to give this evidence without having to 
confess, it the same time, that in practice we are not always following this policy? 

At the beginning of discussions a German delegation had recently in Wash- 
ington on the return of German private property vested during the war I had 
the opportunity to make a number of general remarks on the very important and 
crucial problem of inviolability of private property. Speaking as a responsible 
member of our western community I tried to remove this problem from its par- 
ticular context of German-American relations and to consider it within the frame- 
work of political and ethical fundaments of the free Christian world, which to 
defend every single one of us is called upon before it is too late. Now, that my 
opening statement had been published on April 18 this year in the Congressional 
Record of the United States Senate I am free to quote what I have said at that 
time. 

After having referred to the fact that there have been many instances of con- 
fiscation of alien property during the recent past and that the Western World— 
not exempting my own country—is dangerously close to getting entangled in an 
inextricable maze of legal confusion and moral disintegration with respect to the 
principle of inviolability of private property, I said: 

“We have come to crossroads, and there are but two courses open: either the 
free individual will disappear and with him the things he stands for—progress, 
security, trust and humanity; or the inner values upon which we have built up 
our life through centuries, will be restored in all their strength and fullness.” 

Later on, I continued : 

“* * * If we indulge in an ambiguous attitude regarding private property 
rights, we shall discourage and alienate people and groups of people of good will 
who throughout the world still have faith in the ethical and legal tenets of the 
western way of life. 

“We need them; only with their help can America and Europe hope to safe- 
guard their own rights and those of their citizens so that they will put their 
hearts into stemming back nationalism and communism. As a citizen of the 
Western World whose views are guided above all by the supremacy of confidence 
among nations, I believe that we can ensure this inner preparedness of our citi- 
zens if your great country, acting in a given concrete case, demonstrates to the 
world at large that she is resolved to stand firmly by her consistent tradition of 
maintaining inviolate the private property rights even of nationals and companies 
of one of her former enemies. 
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“In the long run, our struggle to check the powers of the eastern bloc and to 
stem the infiltration of socialist ideologies will be doomed to failure if we rely 
on financial and physical means alone. Our physical strength must be backed 
by the conviction among our peoples that the Western World unflinchingly stands 
for the ethical values of the Occident, and that we are all devoting our efforts to 
living by them. The highest rank among those spiritual values belongs to per 
sonal freedom and the sanctity of private rights. 

“I could well imagine that if your great country were to give this practical 
demonstration with regard to former enemy private property, this would leave 
a deep impression both on our friends and our opponents, and would stand out 
in this period of ethical confusion and political instability in which the nations 
of the world are anxiously awaiting a visible sign of the rebirth of Christian 
ethics. For is it not true that the principle of the sanctity of private property, 
like that of personal freedom, has its ultimate roots in the philosophy of pro 
tecting one’s weaker neighbor as it was first conceived in Christian teaching 
the philosophy of protecting individuals against injury by their own state and 
protecting citizens of little states against measures threatening their person and 
property on the part of bigger ones? 

“If a mighty country such as the United States took the lead in the fleld of 
private interests, as she has so admirably done in international politics since 
the end of the Second World War against so many difficulties and setbacks, | 
believe that she would thereby also conquer the hearts of those multitudes of 
people on whom we must rely to attain our common goal.” 

You will surely admit that these words ought not to give rise to doubts as to 
the firm opinion on this matter of principle of the Federal Government put for 
ward by the German delegation throughout the recent discussions in Washington, 
all the more so as I repeatedly pointed out that the principle of the sanctity of 
private property is indivisible, and consequently should be applied also in rela 
tion to private citizens of former belligerent countries who had lawfully acquired 
their assets. I further stressed that this means also that only such counter 
claims could be satisfied out of vested property which have a direct bearing on it. 

Yet, I must say, such doubts have been circulated in the United States and 
elsewhere after my return home. You can imagine that I was gravely disturbed 
about this fact. I am particularly concerned about these misunderstandings 
and misinterpretations of the German reaction to the proposals made by the 
American delegation for the limited return of vested German property which 
indicate that the German Government does no more insist on the full observance 
of the principle of the sanctity of private property, that is to say on a full return 
of these assets. The contrary is true. 

I believe it is important to state the facts so that both what is correct and 
what is not correct are made clear, as more is involved than the particular 
subject. 

There is, to begin with, the matter of integrity of the Federal Republic 
This latter concern I can briefly indicate by referring to Edmund Burke's re 
flections on the revolution in France in which he said: 

“TI should, therefore, suspend my congratulations on the new liberty of France, 
until I was informed how it had been combined with government; with public 
force; with the discipline and obedience of armies; with the collection of an 
effective and well distributed revenue; with morality and religion: with the 
solidity of property; with peace and order; with civil and social matters. All 
these (in their way) are good things, too; and, without them, liberty is not 
a benefit while it lasts, and is not likely to continue long.” 

We Germans, with our recent tragic experience with unrestricted authority, 
are perhaps more acutely aware than most people in the world of the blessings 
of liberty and of the necessity of limitations on governmental power if liberty 
is to be preserved. We know from experience that governmental power must 
be limited. We agree with Edmund Burke as to the sources of these limitations, 
so again I can make my position clear by a brief reference to his essay on the 
French Revolution: 

“It is indeed difficult, perhaps impossible, to give limits to the mere abstract 
competence of the supreme power, such as was exercised by Parliament at that 
time; but the limits of a moral competence, subjecting, even in powers more 
indisputably sovereign, occasional will to permanent reason, and to the steady 
maxims of faith, justice and fixed fundamental policy, are perfectly intelligible, 
and perfectly binding upon those who exercise any authority, under any name, 
or under any title, in any state.” 
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It is our hope that under a government which is and will always be subject 


to morality and law, that we in Germany will maintain liberty, and that there 
fore any reservation of congratulations will be unnecessary. It is, of course, 
important for us to be able to demonstrate that all action of our Government 
is always according to right, moral principles and the law. 

In the discussions on the German property problem we believe we have argued 
in accordance with those fundamental principles. 

(1) The German position was and is that the seized property should be 
returned to its private owners because the principle of the sanctity of private 
property requires such return. This position was taken because it is required 
us a matter of sound morality, of international law and of German domestic 
law. It, moreover, is consistent with the position of the United States from 
the time that country became a nation until World War II, a position which 
the great authorities of that country took also because moral principles and in- 
ternational law required that it be taken. 

In my opening statement I referred to the traditional American philosophy of 
respect for the human being and its private rights, quoting a number of great 
Americans like Alexander Hamilton, Cordell Hull, Bernard Baruch and John 
Foster Dulles, the Acting Secretary of State of the United States. 

Mr. Cordell Hull said in 1938: 

“It is important from my point of view, therefore, that the United States 
should not depart in any degree from its traditional attitude with respect to 
the sanctity of private property within our territory, whether such property 
belongs to nationals of former enemy powers or those of friendly powers. The 
departure from that policy and the taking over of such property except for a 
public purpose and coupled with the assumption of liability to make just com- 
pensation, would be fraught with disastrous results.” 

Mr. Bernard Baruch took the same stand in saying: 

“Back in the days of the Versailles Treaty, when Britain and France urged 
that the private property sequestered of aliens should be seized, I took a definite 
decision and said: ‘No. I took the stand in Paris that under all law, all 
morality and all tradition, all private property of former enemies—and that 
included ships seized at sea—was inviolate. I would not permit it.” 

And also Mr. John Foster Dulles during the hearings on the Dirksen bill last 
vear declared: 

“The policy adopted after World War II of completely eliminating ownership 
of enemy private property was a departure from historic American policy after 
other wars. I myself have had some experience in this field, I worked at this 
very problem at Paris in connection with the Treaty of Versailles at the end of 
the First World War. I can say frankly that I would like to see a return to our 
historic position, the position of the sanctity of private property in time of war, 
to return to that historic position * * *, although I recognize that there are 
considerable difficulties in dealing with the matier on that basis after so long 
a period of time.” 

(2) The German position was and is that private ownership is distinct from 
public ownership and that the owners of private property may not be deprived of 
their property to satisfy public obligations except through taxes uniformly ap- 
plied to all or by expropriation for public use accompanied by payment of just 
compensation for the property taken. 

At this point I may quote Sam Rayburn who commented on the Winslow bill 
in 1927 in saying: 

“T said that the indeiinite holding of property is confiscation * * *. From the 
days of Hamilton, Jefferson, and Marshall dowu to now every man who had a 
reputation that extended beyond the community in which he lived and had spoken 
and written upon this (property) question said, that long before that time all 
civilized nations had looked upon the question of confiscating private property for 
the satisiaction of a public obligation with obloquy. Every writer upon inter- 
national law in America * * * has taken the position that the most savage doc- 
trine ever announced by any people anywhere was that private property should 
be taken for the satisfaction of a publie obligation.” 

(3) The German position in the recent discussions was, as I have repeatedly 
pointed out, not that of a negotiator. Because of conditions imposed upon the 
German Government in international postwar agreements it was denied the status 
of 2 bargainer sitting in a position of equality. The issues were not on the basis 
of legal rights as to the return of German property, but rather upon what the 
United States would do on their own will and initiative. This, of necessity, 














RETURN OF CONFISCATED PROPERTY 305 


tricted the results of these negotiations to unilateral action by the United 
States, and Gertian acceptance Was neither necessary bor mater to the matter 
(4) Insofar as the proposal of the United States does not result in a full retu 


f the seized property to its owners three observations are also necessary in order 
avoid any misunderstanding 
a) With respect to nonreturned property of German claimants, consent of 
he German Government to such nonreturn, besides being contrary to moral prin 


ciples and to international law, would contravene article 14 of the Bonn basic law 
constitution). Such a consent by the German Government thus would be 


prohibited to it 

(b) With respect to nonreturned property of non-German claimants, even if 
the requirements of international morality and law are disregarded, jurisdic 
tional questions make the consent of the German Government a matter of no 
consequence. 

(c) With respect to all nonreturned property, the German Government has 
never asserted the authority, and concedes that it lacks the authority, to destroy 
or restrict the rights to the seized property of any private claimant whatever his 
nationality. 

>) The proposal of the United States in these discussions was received by 
he German Government as a constructive step in the solution of the property 
problem. It was not received either as a final or as a complete solution 

The feregoing, I trust, will establish that the position of the German Gov 
erhment Was not one of contempt for ancient principles or of ignoring them in 

he interest of convenience or expediency. On the contrary, the German Gov 
erninent maintained and continues to maintain the principle of the sanctity of 
private property not only as a matter of international morality but also as a 
matter of international law. It has never conceded that obligations of prin 
ciple can be satisfied by partial performance. It has held and continues to 
hold that the whole property question eventually must be settled according to 
the requirements of international law and morality. 

Apart from morality and law there is another important point why the policy 
of confiscating assets of former belligerents should be reviewed. It is a matter 
beth of practicality and self-interest lying in the field of world trade and pro 
duction, which, of necessity, have to be increased in order to maintain a high 
level of employment in our industries and trade, and, at the same time, in 
order to improve the standard of living in those countries the inhabitants of 
Which are far more exposed to the infiltration of communistic ideologies than 
the more advanced peoples of the industrialized nations. 

World trade and world production cannot be intensified without a growing 
mass of capital and credit, flowing from one country to another—and especially 
to those areas where industries, science, and technical know-how communica 

ons, capital strength, and other basic elements of an advanced economy are 
still at a low level of development. 

After World War Il, the United States was practically the only big nation 
which could afford to play the role of a world creditor, to a far greater extent 
even than Great Britain was able to play a few decades ago. Thanks to the 
advice of great American statesmen and economists, the United States very 
soon after the war—instead of falling back into isolationism—took over the 
economic responsibility for the well-being of the world which was laid into 
her hands, having emerged from the war as leading political power. Since 
wartime destruction and disruption was enormous and private as well as public 
capital resources throughout Europe and other areas were nearly exhausted, 
economic reconstruction could only be carried through by lending out and even 
sranting public funds of the United States to those countries which needed help 
from outside. The GARIOA system and later on the Marshall aid, from which 
everyone of us took advantage, were the first decisive steps to overcome war 
time distress and economic disintegration. The American taxpayer was called 
upon to finance these huge assistance programs and he will have to carry this 
enormous burden for a long time to come before the bulk of the large American 
budget deficit has been reduced to a bearable size. 

After the European national economies had recovered due substantially to 
\merican aid, new plans were set up. The task was to develop world trade by 
creating new markets and customers within the industrialized and semi-in 
dustrialized areas of the world as well as in the more backward territories 
Again the United States took the lead and drew up the point 4 program and 
estublished—together with other countries—the World Bank Organization. At 
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the same time the sources of financing shifted—and had to be shifted due t 
the heavy burden of the national budgets—from public to private funds. Other 
countries followed suit. Today huge capital means of public and private origin 
are invested and will further be invested in foreign countries. 

Now, what are the chances that the investors get their money back on due 
date, and that their assets abroad remain unimpaired by Government influence 
or confiscation? True, a good number of investors had been granted Govern- 
ment guaranties against nonpayment or confiscation but, quite apart from the 
fact that these guaranties do not cover the total amount of investment including 
interest and profit, are these guaranties a sound solution to the problem? In 
case of confiscation, for example, is it not the economy and citizens of the 
guarantor country which eventually have to pay for the guaranties? Fur- 
thermore, is there not the great danger that policies of confiscation—or nation- 
alization as the others call it—begin to spread if it is ourselves who in practice 
have shown that we do not adhere strictly to the principles of the sanctity of 
private property—despite solemn statements and declarations in our trade 
agreements and other documents according to which the assets and rights of 
our partners shall remain untouched? There is already a great deal of hesi- 
tance in the Western Countries to invest private capital abroad—in spite of the 
Government guaranties I just mentioned. This is true for private investors in 
the United States and to an even greater degree in Europe and in Western 
Germany. 

In this connection I may refer to a recent article in the well-known and 
responsible Swiss paper, Neue Ziircher Zeitung, of May 15, 1955, which em- 
phasizes the repercussions of the blocking of Swiss accounts by the United 
States more than 10 years ago on the willingness of Swiss private investors 
to purchase World Bank bonds, even though these accounts had been released 
some years ago. The article reads: 

“The management of the World Bank is apparently of the opinion that the 
interest rate of 3144 percent hitherto attached to their bond issues in Switzer- 
land could be reduced in future * * *. The reasoning of the World Bank that 
the bond issues of the Swiss Federation yield to 2.87 percent only is not con- 
vincing, because World Bank bond issues in Switzerland are regarded as genuine 
foreign loans, which, similar to other investments in American securities still 
are affected with the nonforgotten odium of the blocking in the United States 
of Swiss accounts during the war—whereas investments into World Bank issues 
in the United States bear the character of almost an internal investment due 
to the American domicile of the World Bank, the guaranty of the United States 
and the strong American influence in the management of that bank.” 

In my opening statement I dwelt very distinctly on this important deterrent 
to expanding private investments abroad. I said: 

“* * * we can expect private investors to be able or willing to assume the 
risk involved in investments abroad only if they are assured that their invest- 
ments will be secure from confiscation or expropriation. But this security 
cannot be said to exist now, no matter how many clauses in private contracts 
and international agreements purport to give it; for if it did exist, there would 
be no need to have recourse to the rather doubtful device of offering prospec- 
tive investors guaranties on the part of their own governments against risks 
of this nature. 

“There is, I think, no need for me to dwell on the many instances of con- 
fiscation of alien capital and property during the recent past. They are all 
well known to you. I would submit that the majority of these cases would 
not have occurred at all, or would not have assumed the same dimensions, had 
it not been for the far-reaching extent to which the concept of private property 
had suffered from confusion and been watered down even in our Western 
World, for reasons not always directly resuiting from the war. 

“An illustration of this is offered by the well-known case in which a con- 
fiscating government tried to justify its action on the ground that the investor's 
country had nationalized some of its own industries. Other instances of this 
nature result from a tendency to couple private property rights with claims 
which are in no way connected with them.” 

In this connection I may recall the dispute the United States in 1953 had with 
the Government of Guatemala on the expropriation of land belonging to the 
American-owned United Fruit Co. This is one of the well-known cases where 
the fate of private foreign investments was at stake, investments which—in the 
same way as the German prewar investments in the United States—had the sole 
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purpose and the effect of improving the mutual economic and thereby also the 
friendly relations between the peoples of the two countries. In an aide mémoire 
handed to the Ambassador of Guatemala in August 28, 1953, the United States 
Government, protesting against the confiscation of the property of the above 
mentioned company, declared: 

“The obligation of a state imposed by international law to pay just or fair 
compensation at the time of taking of property of foreigners cannot be abrogated 
from the international standpoint by local legislation. If the contrary were true, 
states seeking to avoid the necessity of making payment for property expro- 
priated from foreign nationals could avoid all pecuniary responsibility simply 
by changing their local law. Every international obligation could thus be wiped 
off the books. But international law cannot thus be flouted. Membership in 
the family of nations imposed international obligations. * * * 

Nothing contained in the resolution referred to (passed by the United Nations 
General Assembly in 1952), authorized or purported to authorize states in the 
exercise of their sovereignty in developing their natural wealth and resources, 
to violate rights of other states or their nationals under international law. 
The resolution referred to clearly recommends that consideration be given by 
members states to “the need for maintaining the flow of capital in conditions 
of security, mutual confidence, and economic cooperation among nations” in the 
exercise of the right freely to use and exploit their natural wealth and resources. 
As is well know, the undermining of confidence on the part of foreign investors 
is a direct result of Guatemala’s expropriation of foreign-owned property; the 
resolution warned that this would be the result * * *. 

The Government of the United States has long demonstrated by concrete acts 
its support of programs improving the economic conditions of its neighbors. It 
supports agrarian development, but sees no shred of justification in agrarian 
legislation sanctioning the seizure of property of American citizens in Guatemala 
contrary to international norms. Violations of the basic norms of justice cannot 
fail to undermine mutual confidence without which economic progress is 
retarded. * * * 

The Department of State adheres to the hope that the Government of Guatmala 
will perceive the desirability of exploring these matters carefully and with all 
possible wisdom, bearing in mind that the United States can only expect that 
the Government of Guatemala, as a sovereign state and as a member of the 
family of nations, will conduct its affairs with justness, with reasonableness, 
and with fairness. It is to be hoped that the two Governments shall achieve 
such a formula for the settlement of the present matter.” 

The Guatemalan case is a good example to prove that even a very small country 
does not refrain from expropriating investments made by citizens or companies 
of powerful nations like the United States. Mr. John Foster Dulles, whose words 
I quoted in my opening statement in Washington, has given an extremely clear 
explanation why such things can happen. He said during the hearings on the 
Dirksen bill: 

“I recognize that there is force in what you say, to the effect that our own 
position to protect American interests abroad is strengthened if we protect foreign 
interests that are here. I would think that in an era when we expect the Ameri- 
can interests abroad, American capital investments abroad, it is wise for us to 
adhere ourselves strenuously to the highest standards of conduct in relation to 
those matters. That puts us in a better position to call upon others to apply 
the same standards.” 

This statement of Mr. John Foster Dulles is so true that I wonder why the 
United States Government still hesitates to set a demonstrative example by fully 
restoring the ownership of propertiés or compensating liquidate assets vested 
during wartime and thereby giving a warning to all those who might intend to 
expropriate or confiscate foreign rights. The political and economic interests 
of America abroad and those of other countries and, moreover, the implementa- 
tion of the great development plans are at stake if nothing is done in this field. 
Is there, by the way, really a difference between the rights and properties of a 
private citizen or company, whose country 10 years ago was in war with America, 
and one whose country was not? And why should their property be subject to a 
settlement of war claims which are wholly a governmental affair? Again it 
was Mr. John Foster Dulles who said some time ago that the reasons for vesting 
German property which were laid down in the Paris Reparations Agreement, 
no more exist due to the integration of Western Germany into the western com- 
munity. After the Federal Republic has been chosen a partner of the United 
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States, Great Britain, and France and has ratified the Paris convention, this 
Statement is still more true than 2 years ago. 

The Austrian Treaty to which I Wish to refer only briefly is a very deplorable 
example of how private interests are stil] treated, not Only from a legal and mora 
Viewpoint, but alsw from the foreign investment aspect I just mentioned. The 
sine applies to the recent outcome of the American-Japanese discussions on 
Japanese private property. 

As to the Austrian case I do not refer to German property which had been 
taken over after the Anschluss under pressure of the Reich, but of assets which 
had been acquired or purchased rightfully by private German citizens and com- 
panies long before the Anschluss and, partially, even before World War I. The 
peculiar circumstances, in particular, which led to ihe treatment of the German 
property in the Austrian Treaty will, I am sure, add substantially to the doubts 
some people and nations have as to the constantly declared policy and attitude 
of the West toward private rights and interests. I am sincerely afraid that 
the Austrian Treaty might serve as a further encouragement, at least in some 
countries, to defaults on foreign debts or to confiscational methods vis-a-vis 
foreign assets, all the more so as the western powers in that treaty followed 
the line taken by the Soviet Union as to the German property situated in the 
eastern zone of Austria. 

As I have pointed out repeatedly during the discussions in Washington, it is 
of vital and urgent hecessity for the policies of the Western World and its inter- 
ests abroad that the United States as the most important Nation of our com- 
munity takes the lead in the defense and restoration of private rights, thereby 
setting a decisive Step in dissolving the moral disintegration and legal confu- 
Sion into which we are more and more getting entangled. “If this first step,” I 
continued in the course of my opening Statement, “were accompanied by an 
appeal launched by the United States for the conclusion of an international 
convention, a Magna Carta to be drawn up for the protection of lawfully acquired 
property and providing for joint actions to be taken especially in the economic 
field against any future cases of deprivation of rights and infringements upon 
the inviolability of Personal freedom of foreign citizens and corporations, she 
Would thereby make an essential contribution toward the final aspiration of all 
freedom-loving men and women, that respect for the individual and uncondi- 
tional protection of his interests may once more become the UunWritten law 
of nations. At the same time, this would insure the implementation of the vast 
development programs which have been established by the United States and 
other major bowers to advance world economy and to improve the living 
conditions of all peoples.” 

JULY 27, 1955. 
Mr. HERMANN J. ABS, 
Frankfurt (Main ), Germany. 


Dear Mr. Ars: I was very much interested in the personal comments in your 
letter of June 24. 1955, on the legislation and accompanying documents which 
dealt with the subject of vested German assets and claims of American na- 
tionals against Germany, following our discussions last spring. 

I am pleased that you found the bill in accord with the results of our talks. 
In this connection, I would like to express our appreciation for the helpful assist- 
ance we received from Dr. Schmidt-Pauli and Dr. Haertl. 

lor various technical reasons, it took longer than we had anticipated to 
prepare the bill and as a result I doubt that the legislation will] be enacted dur- 
ing the current session of Congress. The bill affects a wide range of interest and 
several hundred witnesses have requested an opportunity to testify on the legis. 
lation. The Department is continuing to express to the committees concerned 
the desirability of prompt action; but with the pressure of business that arises 
at the end of a Session of the Congress, the committees are not likely to finish 
their study of the legislation in time to allow for final action by the Congress 
before adjournment. Any progress Which is made at this time, however, will be 
brought forward When the Congress meets again next January, 

The various points you raised concerning the bill were sone into very thorough- 
ly by the different agencies concerned. 

There proved to be technical reasons for not dealing with certain contingencies 
in the bill in the manner you suggest on page 4 of your letter. The agencies 
Which will be concerned with the administration of the program felt that it 
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vould be desirable to deal with the situations when they arise by supplementa 
egislation, rather than by conditional provisions included in the legislation at 
this time. For example, with reference to your suggestion that the filing period 

t 1S months instead of 12 months, and that a period of grace be allowed wher 
extenuating circumstances exist, it has not been the practice in this type of 
legislation in this country to provide for late filing under extenuating circum 
stances, but the Congress has readily complied with requests for extending filin 
lates where this has proved warranted. As I recall, your delegation did not 
object to a 12-month filing period when the matter was discussed in February 
but raised the question of a period of grace for the benefit of late applications 
where extenuating circumstances could be shown 

I am wholly in agreement with you as to the desirability of supporting the 
Chancellor in his position with regard to residents of the Soviet Zon 1 think 
our position in this regard is clearly established by the press release of March 
}, 1955, and by the Secretary's letters to the Vice President and to the Speaker 
transmitting the legislation in which he said: 

“It will be noted that returns of vested assets would not be made to persons 
behind the Iron Curtain. It would be desirable for the program to be extended 
to such persons by supplemental legislation when conditions warrant.’ 

Section 4 of the bill which authorizes the sale of properties which have bee: 
tied up in legislation over the past years was prepared after an extensive study 
of this problem by the administration and by committees of the Congress. The 
question of dealing fairly with properties concerning which the nature of the 
German interest is in dispute was thoroughly explored with a view of removing 
the properties from Government control. For the reasons stated by the Seere 
tary, it was considered desirable to include this provision in the bill in ordet 
to bring the program to an orderly conclusion. 

You expressed disappointment that section 32 of the Trading With the Enemy 
Act would be left unchanged by the administration’s proposal. This section 
authorizes a return of vested properties at the present time under certain cil 
cumstances. The legislative proposals submitted by the Department was fr 
tended to provide an additional basis for a return of vested properties, and 
leaves section 32 still open as an avenue to be pursued by those eligible for 
covering their properties under existing standards 

You state that since your return from Washington there has been an attem 
originating in this country to create the impression that there is complete sati 
faction on the German side with the program which we discussed, and you refer 
particularly to certain passages in the Secretary's letter and to a remark made 
by a member of the staii of our Embassy in Bonn in support of this state 
ment. 

There is clearly a misunderstanding in regard to the passages you refer to 
in the Secretary’s letter. It is not correct that the Secretary said or implied 
that the Chancellor wanted only the hardship cases to be settled as proposed in 
the administration bill. The Secretary's letter reads on this point: 

“On July 17, 1954, Chancellor Adenauer wrote to the President to enlist his 
support for legislation which had been introduced in Congress for the general 
return of vested German assets. The Ch@ncellor referred to the hardships suf 
fered by many of the German individualsf[whose property had been vested. He 
mentioned old people, pensioners and ben@ficiaries of insurance policies and in 
heritances in particular * * *.” [Italic gupplied.] 

The underscored phrases show that the’Chancellor’s letter was not limited to 
hardship cases, and that the reference to his discussion of hardship cases in 
particular was not intended to cover the entire substance of his letter. 

You further state that the letter of the Secretary fails to explain why the 
proposed return program is restricted to hardship cases, and does not apply to 
corporate properties and to other assets which will not be returned under the 
program. You say that this omission likewise contributes to a misunderstanding 
of the position of the German Federal Government. I am puzzled by your state 
ment that the Secretary’s letter does not deal with this question because in fact 
the letter contains a detailed explanation of this very point. The letter spells 
out at length the international arrangements under which German external 
assets have been retained as reparation, the Federal Republic has been relieved 
of a reparation burden, and the Federal Republic in turn has assumed the 
responsibility for compensating the former owners of the vested assets. In 
cidentally, this point was also covered in the President’s letter to the Chancellor, 
which is also summarized in the Secretary's letter, where he says: 


t 


1 
i 
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“The President’s reply of August 7, 1954, referred to the fact that the Allied 
Governments decided to look to German assets in their territories as a principal 
source for the payment of their claims against Germany. The President ex- 
pressed sympathy with individuals in straitened circumstances in Germany 
for whom the operation of the vesting program in the United States had 
created particular hardship. He pointed out that American nationals who 
had suffered losses arising out of the war had received no compensation, also 
with resultant hardship in many cases. Finally, the President stated that 
although none of the bills then pending in Congress with regard to the return 
of vested assets had the approval of his administration, the problem was receiv- 
ing earnest consideration and he hoped that a fair, equitable and satisfactory 
solution could be achieved.” 

We do not of course anticipate that the proposed legislation will meet in 
Germany with the complete satisfaction of the former owners of vested German 
properties, or in the United States with the complete satisfaction of those having 
war claims against Germany. The relief granted will for the most part benefit 
hardship cases, and other categories of claimants will not benetit. We con- 
sider, however, that the legislation does achieve the equitable solution of these 
problems sought by the President. 

I think you will find that your concern is not justified that an attempt is being 
made here to represent that there is complete satisfaction on the German side. 
The Secretary in his letter to the Congress urged that prompt and favorable 
action on the proposed legislation would strengthen the ties of friendship with 
the Federal Republic. 1 assume that this sentiment was also expressed by our 
Embassy in Bonn in the brieting of the visiting Congressmen to which you re- 
ferred in your letter. Iam sure that this is one aspect of the problem in which 
the Members of Congress were interested at the meeting with officials of your 
Government, which you also mentioned. 

The letter of the Secretary wus prepared to explain and justify the position of 
the administration to the Congress. It was designed for a different audience 
and prepared for a different purpose than the joint press release with which 
we were concerned. The phrase “While the future cannot be predicted” was, 
us you say, included, in our joint press release as qualifying the statement that 
the administration did not envisage a broader return than was contained in the 
present recommendation. As you know, neither the present administration nor 
the present Congress can bind their successors in this regard. However, in 
presenting its own proposal to the Congress, the administration appropriately 
defined its position as that which it holds. 

I believe there is also a misunderstanding about the Paris reparation agree- 
ment. The Paris reparation agreement provided among other matters for the 
retention of vested German properties as reparation and for the deferral of war 
claims against Germany. It also contained the reference to the disposal of 
German assets in such a way as to preclude their return to German ownership, 
of which you speak in your letter. 

You suggest that the mere reference to this last provision may create the 
impression that the Department considers that a return of German assets is 
barred by the Paris agreement. I dp not see how this misconception could 
arise since the Department itself is recommending a limited return of the assets. 

You also suggest that the agreement as a whole, while technically in exist- 
ence, is obsolete. In your speech, which was enclosed with your letter, I do not 
believe you correctly interpreted the Secretary’s remarks on this subject. You 
say (p. 17): 

“Avain it was Mr. John Foster Dulles who said some time ago that the reasons 
for vesting German property which were laid down in the Paris reparations 
agreement, no more exist due to the integration of Western Germany into the 
western community. After the Federal Republic has been chosen a partner of 
the United States, Great Britain, and France and has ratified the Paris Conven- 
tion, this statement is still more true than 2 years ago.” 

The Secretary in his testimony last summer before the Senate Judiciary Sub- 
committee did not say that the reasons for vesting German property no longer 
exist, and in fact was not addressing himself to that point. He was discussing 
the obligation in the Paris agreement to dispose of German assets in such a 
way as to preclude their return to German ownership and specifically whether 
this obligation operated as a bar to a return of such properties as a matter of 
grace. The provisions of the Paris agreement which deal with war claims 
against Germany and the retention of German assets as reparation remain in 
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ree, and are reflected in other international agreements to which the Federal 
Republic is a party, including the London debt agreement and the settlement 
onvention. 

In our discussions you raised the London debt agreement as a bar to any 

rrangements with the Federal Republic for compensation of American claims 

against Germany. On the other hand, in your letter you note as important the 
fact that claims against Germany which are not covered by award payments re- 
vain in force. The entire subject of the relationship of the vested assets ques- 
tion to war claims against Germany is one to which we are giving continuing 
ittention and study. I am not sure that 1 have caught the direction of your 
thinking on this subjeet. It would be very helpful if you would clarify the 
reference to the war claims of American nationals which I mentioned 

Following our conversations last spring the Department received a number 

f communications from other governments expressing concern that the proposal 

for a limited return of vested German assets in this country would give rise 
to expectations on the part of the German Government that action along similar 
ines would he taken by these countries as well. I am very glad that our Em- 
bassy’s aide memoire of May 5, 1955, dealing with this subject was brought 
to your attention. Your statement regarding it was very helpful and we were 
also very glad to receive the communication from the Foreign Office which 
adopted your statement in its reply to the Embassy. 

I found the discussions we had together last spring stimulating and helpful, 
and I am glad that you have written to me frankly on the matters you have in 
mind. I trust that you will find the somewhat detailed discussion of the points 
covered in your letter of assistance. 

Sineerely yours, 
WALWorTH BARBOUR, 
Acting Assistant Secretary for European Affairs. 


FRANKFuRT (MAIN), September 19, 1955. 
Mr. WALWorRTH BARBOUR, 
Under Secretary of State, State Department, Washington, D. C. 


Dear Mr. Barsour: I still owe you an answer to your extensive letter of July 
21 for which I express you my best thanks. 

De to vacation time and a number of trips I made abroad an earlier reply 
was impossible for me. 

I am very glad to hear from you that your Department continued to urge 
the committees of the House and the Senate to expedite action. I sincerely 
hope that—since legislative work could not be carried through before the ad- 
journment of Congress in summer—the committees will take up the property 
problem at the earliest possible date after the commencement of the new session. 
I vnderstand that the Committee on the Judiciary of the Senate is going to deal 
with the matter already in October whereas the House committees cannot do so 
before next January. 

I am very grateful that vou took the trouble to have my letter of June 24 
studied and commented on thorouvhly by the different agencies concerned. 

I understand from your letter that there are technical reasons why certain 
contingencies as mentioned in my letter of June 24 bave not been dealt with in 
the administration’s bill. This seems to me very unfortunate indeed because it 
would appear to me very expedient if the provisions in question could have 
been inserted in the bill already now instead of having to submit special amend- 
ments to Congress when the time comes which no doubt would be a somewhat 
cumbersome procedure. Considering that fact that the respective owners, 
especially those in hardship and those still living behind the Iron Curtain 
should, to my mind, have the assurance that they get their releases without 
delay, it is regrettable that your agencies did not feel able to comply with my 
suggestions. 

As to the 12 months’ period, I admit not having objected to it, but after the 
filing period for war damage claims has been fixed in the bill at 18 months, it 
seems only just to grant the property owners the same time limit. 

As concerns the return to East German residents upon reunification, you refer 
to the press release of March 4, etc. I was fully aware of this when I wrote 
my letter but what has been said seemed to me less than could have been 
expected from the wording laid down in the written proposal which you handed 
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the German delegation in Washington. Anyhow, I trust that this problem will 
be taken care of eventually, but then the case of those who will immigrate to the 
West after January 1, 1955, still remains unsolved, for which I made a sugges- 
tion in point 2, paragraph 3, of my letter. What can be done in this respect? 

With regard to section 4 of the bill providing for the sale of properties in 
dispute, I still think strongly—-if | may say so quite frankly—this would appear 
as a very unhappy solution from the overall point of view of protecting private 
property rights, particularly since a part of such property wholly or partly 
cannot be claimed as German assets. It is true, furthermore, that by selling 
the objects Government control will be removed, but at the same time it would 
be continued with respect to the proceeds. I am afraid I cannot understand 
why this should be an “orderly conclusion” of the problem as expressed in your 
letter. I think if there is any property which, on account of exceptional circum- 
stances of national importance to the United States, shall not be given back into 
foreign hands, whatever nationality the owners may be, a better solution than 
that contained in section 4 (but not the best) would be to await the outcome of 
the legal dispute and to hand the property back to the respective owners under 
the condition that it is sold to American parties within a specified period. I 
understand that in the case of G. A. F. Interhandel has offered a solution along 
these lines. 

I am glad to hear from you that my fears as to views taken on your side 
according to which Germany is completely satisfied with the limited return 
program are unjustified. I trust, therefore, that during the hearings to come 
Congress will get a full picture as to our talks in Washington and to the viewpoint 
taken by both sides. 

As to the problem of the American war claims against Germany, the meaning 
of my argument was that there seems to be an inconsistency between the limited 
return program laid down in the bill and the war damage claims settlement, as it 
is explicitly said that these claims are maintained as far as they are not settled 
by payments from the German claims fund, while nothing is said correspond- 
ingly of the fate of the German property or proceeds of such property remaining 
unsettled after the returns within the provisions of the bill have been made. Il 
remember very distinctly that you and also other members of your delegation, 
during our Washington talks, repeatedly mentioned that with the 100 million 
fund all still existing war damage claims would be settled once and for all. I 
may refer in this connection to the explanation given by your delegation that 
the estimated figure of about $320 million was considered considerably inflated, 
as was the case with previous similar matters in the past. Now it appears that 
after the 100 million funds is exhausted further claims still are maintained. 

There is one other point which I may raise and that is the treatment of the 
assets of Bulgarian, Rumanian, and Hungarian owners which are dealt with in 
a bill that has become United States law during this summer. It would interest 
me very much to have a comment from your side on this law since it provides 
for a materially different treatment as compared with that of German private 
property. For instance, if it is said that assets of private citizens of these coun- 
tries shall remain intact but still blocked only due to the circumstances prevail- 
ing in those countries, it would appear to me that the same treatment should be 
accorded to owners living in the Eastern Zone of Germany where circumstances 
are the same; and, if this is true, then it is hardly to be understood why the 
owners living in Western Germany where political conditions are entirely dif- 
ferent from those behind the Iron Curtain shall lose everything beyond the 
$10,000 mark. An explanation to the effect that the amounts involved in the 
ease of Rumanian, Bulgarian, and Hungarian properties are relatively small 
could not, to my mind, serve as a reasonable motive. I am completely at a loss 
to understand the discriminatory treatment of these two categories of assets, 
and I can also say that the law mentioned above has caused considerable disturb- 
ance to the German public. For these reasons I should very much like to have 
your personal comments on this matter and also an information of the official 
reasoning. 

It was very nice of you to mention that you found the discussions we had last 
spring stimulating and helpful. I feel the same way, and I am very glad our 
personal contact has enabled both of us to speak frankly of all the matters in 
which we are both interested. 

Sincerely yours, 


HERMANN J. ABS. 
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NovemBer 21, 1955 
Mr. Hegman J. Ass, 
Frankfurt (Main). 

Dear Mr. Ass: I have deferred repiying to your letter of September 10, 1955, in 
the expectation that I would have some concrete information to give you con- 
cerning the status of the proposed legislation for a limited return of German and 
Japanese assets, and for the settlement of war claims againsi Germany. The 
subcommittee of the Senate Judiciary Committee to which this bill has been re- 
ferred has now scheduled hearings for November 28 and 20. I am enclosing a 
copy of the press release of the committee announcing the hearings. The Secre- 
tary has agreed to appear on the morning of November 29 in support of the bill 
prepared by the administration. 

I do not believe that I can add further to the comments which I made with 
regard to the provisions of the bill which we have discussed in our previous 
correspondence. I would like to point out, however, that the bill deals with two 
separate agencies, the Office of Alien Property and the Foreign Claims Settlement 
Commission. Each of these agencies has developed its own procedure quite inde- 
pendently of the other over the past several years. It is perhaps inevitable that 
there should be several differences in these procedures, such as the period for 
filing claims. Nevertheless, experience has shown that there has been no diffi- 
culty in operating under these procedures and that the Congress has been willing 
to approve extensions of the time for filing claims, as recommended, when cir- 
cumstances warrant. We are still exploring the suggestion that you made con- 
cerning persons who may have moved their residence from the Soviet Zone after 
January 1, 1955. 

I must confess that I do not recall any statements by the American delega- 
tion during the course of our discussions in February and March that the limited 
puyments to be made to American war claimants from the tund to be estab- 
lished would be in full discharge of the claims. It is quite true that the American 
delegation did indicate that the estimates of the amount of the claims were 
subject to a wide margin of error and could well be considerably inflated. How- 
ever, I do not see how this statement could be construed as indicating that the 
payments to be made to the claimants would discharge the claims in full. I do 
recall that it was brought out during the discussions that the Federal Republic 
would benefit from the claims program inasmuch as any payments made to the 
claimants would be applied in reduction of the claims and that should such 
payments cover the full amount of any claims they would, of course, be 
eliminated. 

There was never any thought on the American side that the claimant who did 
not receive full payment of their claims under the proposed claims program 
would be required to waive the balance due in consideration of the partial pay- 
ment. As you know, these claims are maintained under article 5 (2) of the 
agreement on German external debts and article 1 of chapter 6 of the Bonn 
Settlement Convention, although settlement is deferred until the peace treaty 
or an earlier settlement of the problem of reparation. 

With regard to treatment of Bulgarian, Rumanian, and Hungarian assets, 
the situation is quite different from that relating to vested German assets. As 
a practical matter the assets of these countries and their nationals were not 
vested by this Government, and we, therefore, do not now have the fiscal problems 
with which we are faced in the case of German assets. Moreover, the legal basis 
for the assumption and payment of war claims of American nationals against 
these countries was established in the peace treaties with them, which action has 
not been taken in respect of claims against Germany. A similar situation 
exists in respect of prewar Italian assets in the United States. The Italian 
Peace Treaty also provided for the assumption and payment of war claims of 
American nationals against Italy. In addition, under the so-called Lombardo 
agreement the Italian Government paid to this Government a sum of money to 
cover claims not dealt with in the treaty. In consideration of these actions 
Italian assets in the United States were returned to their owners. 

I understand you raised with Mr. Margolies, on the occasion of his visit last 
month to Germany, the question of priority in the processing of returns in hard- 
ship cases and urged that arrangements be worked out to expedite the handling 
of these cases. As you will recall, in presenting to you our plan for the return 
of vested assets we stated that we would be prepared to consider making provision 
for such a priority if you considered such action desirable. The matter was 
later discussed informally with Dr. Gnodtke during which it was pointed out 
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that this Government would be unable to determine the hardship cases and, if 
such a priority system were adopted, we would necessarily have to depend upon 
the Federal Government to certify the cases. Dr. Gnodtke said that he would 
explore the matter upon his return to Bonn, and, if it should be decided to re- 
quest priority in the processing of hardship cases, proposals would be submitted 
through the Embassy here. 

I quite agree with you that it would be desirable to expedite as much as pos- 
sible the handling of the hardship cases. I have inquired into this matter again 
with the Justice Department which is prepared to explore the problem further 
whenever proposals are brought forward by the Embassy. 

I have recently been appointed Minister to the American Embassy at London 
and expect to leave for my new assignment in the near future. I hope that 
when you are in London you will get in touch with me so that I will have the 
pleasure of seeing you again. 

Sincerely yours, 
WALWorRTH Barsour, 
Deputy Assistant Secretary for Buropean Affairs. 


FrRankKrurt (MAIN), October 19, 1955. 
Mr. WALWORTH BARBOUR, 


Under Secretary of State, 
State Department, Washington, D. C. 


Dear Mr. Barsour: Graf von Spreti, a member of the Deutsche Bundestag, 
brought before me the following case concerning the problem of Germany prewar 
assets in the United States, asking me at the same time to present it to the 
United States authorities for consideration as a special hardship case. 

Miss Mariska von Klenze, of Mittelberg (Kleines Walsertal, Austria), has 
been endeavoring for a number of years to maintain her rights to the estate 
of her grandmother, Mrs. Mary Alcock, widow of the late Mr. van Bokkelen, 

Jaltimore, Md., as well as to an annuity bequeathed to her by her aunt, Mrs. 
Emily O. Stone-Alcock, of Baltimore. 

The total assets of the estate, or the respective documents covering them, are 
kept in safe custody with the Safe Deposit & Trust Co., 13 South Street, Balti- 
more. During the war, the assets were blocked by Vesting Order No. 12468 of 
December 3, 1948 and No. 14703 of June 1, 1950, by the Office of Alien Property. 
The annuity was likewise blocked and the amounts involved transferred to the 
Custodian. 

An application for release of the assets was filed under No. 638645 by Mr. 
Bernhard G. Peter, attorney at law, of Baltimore, but without any result so far. 
According to the circumstances and the prevailing United States regulations 
there seems to remain no other way than to wait for a possible release of part 
of the property within the so-called $10,000 solution. 

Miss M. von Klenze, aged 81, lives without any pecuniary resources at 
Mittelberg, where she is exclusively supported by charity means from the 
local authorities. I may underline at this juncture that Mittelberg is a place 
in the Kleine Walsertal, situated on Austrian territory. This means that Miss 
von Klenze has been an Austrian resident since long. 

With a view to the above and with regard to the advanced age of Miss von 
Klenze I would welcome it if the United States authorities could see a way to 
consider the case within the near future, since any further delay may deprive 
Miss von Klenze of the opportunity to see her request fulfilled within her life- 
time. 

I would appreciate it if you could have the matter passed through the re- 
spective channels. I wish to thank you in advance for your kind attention you 
will give to the subject matter, and remain, 

Sincerely yours, 
HERMANN J. ABS. 


NovEMBER 14, 1955. 
Mr. HERMANN J. ABS, 


Frankfort, Germany. 
Dear Mr. ABs: I have received your letter of October 19, 1955, on behalf of 


Miss Mariska von Klenze, of Mittelberg, whose hereditary interests in the 
United States have been vested by the Office of Alien Property. I have asked 
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that an inquiry be made into the circumstances involved in this case and as 
soon as I receive a report on the status of Mr. Peter's application I shal! advise 
you of the possibility of effecting the release of Miss von Klenze’s holdings at 
this time. 
Sincerely yours, 
WALWortHh Barsovr, 
Deputy Assistant Secretary for European Affairs. 


DeceMner 12, 1955. 
Mr. HerRMANN J. ABs, 
Frankfurt, Germany. 


Dear Mr. Aps: We have heard from the Office of Alien Property about the 
claim filed in behalf of Miss Mariska von Klenze, which you raised with Mr. 
Barbour in your letter of November 14, 1955. You expressed the hope that in 
view of Miss von Klenze’s advanced age there might be a possibility of pro- 
viding relief in her case by administrative discretion, and without waiting 
for an amendment to the existing legislation. 

According to the Office of Alien Property, there is no area of administrative 
discretion for dealing with hardship cases of this description. There is a 
specific provision in the existing legislation limiting returns to persons who can 
qualify under the standards established by the Congress. The Office of Alien 
Property further advises that the circumstances in the case of Miss von Klenze 
do net meet the requirements for return set out in the legislation. 

In presenting to the Congress the proposals which were discussed with you 
last March, the Department has emphasized the desirability of taking early 
action to provide relief in cases such as that of Miss von Klenze. I am enclosing 
a copy of the statement which Deputy Under Secretary of State Murphy made 
recently before the subcommittee of the Senate Judiciary Committee which was 
considering this problem. In urging approval of the legislation prepared by the 
administration, Mr. Murphy said: 

“Many of these persons are in difficult personal circumstances and have waited 
a long time for relief. The relief will not be effective unless it is provided 
promptly. For these reasons, the Department hopes that Congress will give 
early and favorable consideration to these proposals.” 

Sincerely yours, 
Jacques J. REINSTEIN, 
Acting Director, Office of German Affairs, Bureau of European Affairs. 


FRANKFURT (MAIN), December 23, 1955. 
Hon. Rosert D. MurPHry, 
Deputy Under Secretary of State, 
State Department, Washington, D. C. 


Dear Mr. MurPHy: With regard to the problem of the German private prop- 
erty vested during the Second World War, I feel that it is necessary that I 
communicate with you in order to clarify a few important points which have 
been touched during the hearings held by the subcommittee of the Senate 
Judiciary concerning the bill S. 2227, to amend the Trading With the Enemy 
Act and the War Claims Act of 1948. In these hearings at which you repre- 
sented the Department of State and which were held on November 29 and 30, 
1955, you referred to the fact that the Chancellor Adenauer drew the President's 
particular attention to the hardships which had heen suffered by owners 
of small properties, many of whom found themselves in indigent circumstances. 
Furthermore, according to reports I received from the hearings you implied 
that the German Chancellor and his Government were in agreement with the 
proposed administration bill, referring to the letter of the Chancellor to Mr. 
John Foster Dulles of March 30, 1955. 

In my correspondence which I have had with Mr. Walworth Barbour, leader 
of the American delegation during our discussions in February and March of 
this year, I had already pointed out that Chancellor Adenauer in his letter of 
July 17, 1954, not only referred to the cases of hardship but also to the property 
of those German individuals and corporations who by investing their capital 
in the United States have, in the past, contributed toward friendly relations 
between the two countries and their peoples. In the same letter (of June 24, 
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1955) 1 further referred to views being taken in official circles of your country, 
according to which there was and is a complete satisfaction on the German 
side with the envisaged return program on the $10,000 basis, and I stated that 
this opinion does not coincide with the facts. 

I deplore this situation very much since your statements once more underline 
the above-mentioned views taken by United States official circles thereby creating 
the impression with Congress and the American public that the German Govern- 
ment and the German people do not desire more than envisaged in the bill 8. 2227. 
I am fully aware of the fact that you were not present at the Washington 
discussions and therefore have no direct knowledge of what has been said 
during these talks. On the other hand, I had trusted that the records of the 
Washington discussions as well as my subsequent correspondence with Mr. 
Barbour would show clearly enough what the position of the German delegation 
and the Federal Government with respect to the afore-mentioned bill really is, 
viz, in particular the letter of Mr. Barbour of July 21 of this year. I think it is 
indispensable that I point out the facts once more, hoping that during the forth- 
coming further hearings a clarification can and will be made by the competent 
representatives of your Department. 

First of all, from a formal point of view, I think it is important to emphasize 
that the $10,000 solution was not the result of negotiations between the American 
and German delegation. On the contrary, the proposal to return German private 
property up to a maximum of $10,000 to German individuals had been put 
forward to the German delegation as the result of a decision of the American 
Cabinet taken before the beginning of our talks. The object of these talks was 
merely to discuss with the representatives of your Government the views of each 
side on the solution of the property problem, as had been expressed unani- 
mously by both parties. Since the talks had not had the character of negotia- 
tions there was no substance in accepting the $10,000 plan. In fact, it was even 
impossible to do so because the plan contained also the settlement of American 
war damage claims to which the German side was not and is not able to give 
its consent due to article 5 of the London Debt Agreement. 

Secondly, in my final address to the American delegation of March 3, 1955, I 
explicitly underlined the American proposal as being a “positive step” toward a 
satisfactory solution of the property problem. In this address I once more 
referred back to my opening statement of February 10, 1955, in which I under- 
lined the principle of the inviolability of private property which calls for a 
full return. I continued: 

“We are realistic enough to recognize that at present you are apparently not 
in a position to make offers for a wider solution. I trust, however, that you 
will share our opinion that, after a certain lapse of time, it will be possible to 
get a better understanding of the whole problem and a more comprehensible 
survey on the volume and the value of the claims definitely to be con- 
sidered * * *,.” 

In reply thereto Mr. Barbour, in his final statement of March 3, 1955, confirmed 
that the Federal Republic were, of course, not bound in any way to adopt the 
American proposal as a final solution. Mr. Barbour said: 

“With regard to your remarks on the possibility of a further return program 
being adopted in the future I would like to point out that our proposal is as 
far as we feel we can go in making recommendations to Congress in the light 
of the considerations I have mentioned. You appreciate, however, that the 
proposal was made on a unilateral basis as a matter of grace and therefore 
should not be considered a firm commitment by this Government. I recognize, 
on the other hand, that the program, if adopted by Congress and carried out, 
in no way commits the Federal Government to accept it as a final settlement 
of the problem. Whether a new factual situation will develop which will render 
further action possible is a matter for the future to determine.” 

During a private talk I had with Mr. Barbour immediately before the final 
meeting of the two delegations Mr. Barbour underlined that the American 
Government could not expect from the German side to accept the $10,000 plan as 
a final solution. He added, thereby following my specific request, that the 
American Government did not wish to close the door for further discussions. 
In fact, he pointed out that he wished to leave the door open but that, at the 
present time, the administration could not envisage a broader plan. 

The basic elements of these talks were laid down in the joint press com- 
munique of March 4, 1955. In this communique the Germany delegation, while 
expressing the desire for a broader solution, appreciated the United States 
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plan to be a “constructive step’ in the solution of the property problem. In 
their answer the United States delegation acknowledged the German desire for 
a wider solution but stated that, “while the future cannot be predicted,” a broader 
plan is not (i. e. “not at the present time”) envisaged by the administration 

I think nobody can deny that a party, by stating that a certain plan is to be 
considered as a constructive step expresses the opinion that further steps in the 
direction of a full solution of a problem should follow. In particular, the scheme 
of utilizing German payments under the postwar assistance agreement for set- 
tling American war damage claims was characterized by the Germany delegation 
as one of the constructive elements of the plan because we felt that such 
payments could later on serve also for additional returns to the former German 
property owners. When, therefore, the American plan was acknowledged as a 
constructive, respectively a positive step, I think nobody can interprete this 
phrase as being considered an acknowledgment of the plan as a final solution 
of the problem. The meaning of the word “step,” I believe, speaks for itself 

Incidentally, it will be of interest to vou to know that, after my return from 
the States, | was asked both by the press and by quite a number of businessmen 
and politicians why the German delegation did not reject the American plan 
altogether which, by the way, proves that the German public in fact was not 
satistied at all. My answer was, apart from repeating once more that our 
talks in Washington did not have the character of negotiations, that the doors 
had not been closed by either party for further discussions and that it would 
be extremely unwise and, in particular, that it would be inconsistent with our 
friendly relations with your country not to accept the plan which was nothing 
else than a further expression of the earnest desire of the United States Gov- 
ernment to foster our mutual friendship. The same line of thought Chan- 
cellor Adenauer had expressed in his letter to Mr. John Foster Dulles of March 
30, 1955. 

I may add that last summer when Congressmen Hays, Donovan, and Sheldon 
met with Chancellor Adenauer at Bonn the property problem was also discussed. 
The Chancellor, at that time, expressed his opinion that he and the German 
public while welcoming warmly the $10,000 proposal were not satisfied with 
it as a final solution of the problem. At an earlier stage the Chancellor, in 
his aforementioned letter, had declared that the Federal Government considers 
the plan as a “constructive step on the way to the solution of a problem which, 
for years, has been a matter of concern of the Federal Government and the 
German public.” 

Another matter of importance is the fact that some quarters in your country, 
and especially in other countries, feel that returns to be made by the United 
States would be prejudicial for the position of other countries who had vested 
German property. I may repeat once more what I have said in several press 
talks and lectures—and this is the decided position also of the German Foreign 
Office—namely, that this is not considered to be the case, because the situation 
with respect to each country is quite different, particularly of those who suffered 
directly from German wartime occupation. 

Finally, I should like to add a few words in answer to the letter of Mr. 
Barbour of November 14, 1955. I take the liberty to give you the answer because 
Mr. Barbour, meanwhile, has changed his post. First of all, | welcome very 
much that your Department is willing to explore the suggestion I made concern 
ing persons who may have moved their residence from the Soviet Zone after 
January 1,1955. As to the further points stated by Mr. Barbour, especially with 
respect to full discharge of the American war damage claims under the proposed 
hundred million dollar fund, I still believe that it was said in Washington that 
the payments to be made out of this fund would discharge the claims in full. 
Further, as to the treatment of Bulgarian, Rumanian, and Hungarian assets, I 
see the difference of the cases with respect to fiscal matters quite well, but, on 
the other hand, if you look at all these cases from a principal point of view that 
is from the principle of the inviolability of private property I do not see why 
the German assets should be treated different than the others. 

Referring to the last two paragraphs of Mr. Barbour’s letter (hardship cases), 
I understand that the Federal Government acknowledges that the existence of 
hardship cases would only be possible to ascertain by collaboration between the 
German and the American side. Suggestions to that effect will be submitted via 
the German Embassy after consultation with the official German agencies con- 
cerned. Under these circumstances it would be sufficient if the bill would contain 
a provision according to which the Alien Property Administration is held to 
accelerate the settlement of the hardship cases prior to the normal cases. 
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I apologize for having written you such a long letter. But I thought, in the 
interest of the friendly relations of our two countries, to be quite frank with one 
another and to clear up any misunderstandings in advance would help better to 
deepen our friendship. 

With my best wishes for the New Year, I remain, with kind regards, 

Yours very sincerely, 
HERMANN J. Ans. 


JANUARY 17, 1956. 
Mr. HERMANN J. Abs, 
Frankfurt, Germany. 


Dear Mr. Aus: I have your letter of December 23, 1955, regarding the admin- 
istration bill, S. 2227, on vested German and Japanese properties and war claims 
of American nationals against Germany. I believe that the matters touched 
on at the end of your letter have been covered in the correspondence you have 
had with Mr. Barbour. The main subject of your letter was the testimony I 
gave last November before the subcommittee of the Senate Judiciary Committee. 

I testified in favor of S. 2227, as did other administration officials and urged 
its prompt approval, stating that its enactment would be welcomed by the 
German Federal Government and would contribute to a better relationship be- 
tween our two countries. However, the impression has been fostered by wit- 
nesses who subsequently appeared before the committee on behaif of private in- 
terests to urge full return that the German Federal Government is opposed to 
the adoption of S. 2227. The Department has reason to believe that the German 
Federal Republic would welcome return to 90 percent of the owners of vested 
German properties even though such return is not part of a broader program, 
and I so testified. If the impression that the Federal Government is opposed to 
the administration bill gains credence, it is possible that it would adversely affect 
the chances of any legislation being enacted. 

As you will recall, the administration embarked on its present program at the 
instance of the Chancellor. He wrote to the President in the summer of 1954 
when the Dirksen bill was before Congress. The President in his reply made 
it clear that his administration was not in favor of any bill then pending before 
the Congress, but outlined the basis on which an equitable solution might be 
developed for dealing with hardship cases on the part of former property holders 
and of American claimants for war damages against Germany. The Chancellor 
then proposed the conversations which were held with you and your associates 
last February and March, at which the administration proposals were discussed. 
It was our understanding that you and the Federal German Government wanted 
these proposals adopted although you expressed the hope that the measures 
proposed would be followed at a later date by a broader program of return. 
The administration thereupon drafted legislation embodying the proposals, and 
incorporating suggestions made on your side, and presented the program to the 
Congress. 

There is no doubt as to the administration position concerning a broader pro- 
gram of return than is contained in the administration bill. The President made 
it clear in the summer of 1954 that his administration does not favor a program 
going beyond the general outline of the proposals which have since been submitted 
to the Congress. This position was also made clear to you during the discussions 
last year, and is set forth unequivocally in the communique issued at that time. 

Sincerely yours, 
Rosert Murpuy, 
Deputy Under Secretary. 


FRANKFuUrtT (Marin), February 15, 1956. 
Hon. Rorert D. Murphy, 


Deputy Under Secretary, Department of State, Washington, D. C. 


DEAR Mr. Murpny: I am very pleased to learn from your kind letter of Jan- 
uary 17 that the substance of your testimonial was that the Federal Republic 
would welcome the return of vested German properties as envisaged in the 
$10,000 plan, even though such return is not part of a broader program (as de- 
sired by the Federal Government and the German public opinion). The latter 
is very important, and I trust that the audience became fully aware of this 
German desire. From the beginning to the end of the Washington discussions 
the German delegation was indeed striving at a broad solution of the property 
problem, but while the United States administration did not and apparently 
does not envisage such solution at the time, we welcome the $10,000 plan, but 
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rely as a first step toward a broader settlement. This, I think, really could 
have created the impression referred to in your letter according to which 
1¢ Federal Government is opposed to the administration's offer as such 

On the other hand, I cannot imagine that the opinion of the Federal Govern- 
nent as mentioned above could adversely affect the chances of any legislation 
eing enacted. I recall very distinctly that Mr. Barbour explicitly and re 

peatedly pointed out to my colleagues and to me that the German side was en- 
titled to consider the $10,000 plan as a “first step.” He even said he wanted 
it that way, although he was not able to convince the delegates of the other 
departments concerned to insert a common language to that effect in the joint 
press statement released on the conclusion of our talks. 

I should rather think that on account of the above-cited German attitude 
Congress would decide either to adopt the restricted plan or to enact a broader 
settlement. 

I should be very happy if your Department could take the German point of 
iew as expressed in our correspondence into due consideration in the course 
if the future development of the case. At any rate, I think our exchange of 

views has contributed in a very useful way to clear up the matter. 
Sincerely yours, 
HereMann J. ABs. 


Mr. Woop. I also have your correspondence to Mr. Abs, who was 
chairman of the German delegation, together with his statements fol- 
lowing the public announcement, where there was some delineation 
of the expression as to the meeting of minds. I believe that that 
would follow in order at this time. 

Senator Jounsron. Hearing no opposition, it will be made a part 
of the record. 

(The correspondence referred to is as follows:) 


DeceMBEerR 9, 1955. 
Mr. HerMANN J. ABS, 
Vorstandsmitglied Der Suddeutache Bank AG, 
Frankfurt/Main, Germany. 


My Dear Mr. Ans: During the course of the hearings held on November 29 
and 30 by this subcommittee on the question of return of vested German and 
Japanese assets some divergent views were expressed as to the position of Ger- 
many toward the limited return proposed by the spokesman for our State 
Department. 

In view of your intimate knowledge of this entire matter, the committee 
would appreciate it if we could have your views on certain phases of the prob- 
lem that concerns us. They are as follows: 

1. During your work as representative for Chancellor Adenauer with the 
German delegation conferring with representatives of our State Department in 
February—March of this year, was it the German view that the contemplated 
return of $10,000 maximum to individuals only was merely the first step in the 
return of such properties and not the final and only return to be made and that 
full return was a question left entirely open? 

2. Is it the position of the German Government that the vested German prop- 
erties should be returned as a matter of principle and, if so, what specific steps 
has your Government taken in that direction and how important is the question 
from the point of view of both the Government and Chancellor Adenauer 
himself? 

3. Has the German Government accepted and in effect ratified the permanent 
retention of such properties by virtue of its adoption of the so-called Bonn Con- 
ventions? What action has the German Bundestag taken with respect to the 
same? 

4. If you have had any correspondence with the United States Department of 
State or its officers subsequent to your personal discussions in reference to the 
alien property, will you please furnish the committee with copies of same? 

5. If you have any further comments you wish to make including collateral 
correspondence, please feel free to include same. 

I am sure that your elaboration on these important questions will be of consid- 
erable interest to the committee in its deliberations and assistance to us in 
arriving at just conclusions. I would appreciate hearing from you at your early 
convenience. 

Sincerely yours, 
Outn D. JoHNsSTON, Chairman. 
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FRANKFURT (MAIN), December 28, 1955. 
Senator OLIN D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SENATOR JOHNSTON: I received with thanks your letter of December 
9, 1955, and I am very happy to be able to answer the questions you put forward 
concerning the problem of German private property vested in your country 
during the Second World War. From the hearings of November 29 and 30 I 
learned that the Subcommittee on Trading With the Enemy Act under your ex- 
cellent guidance has done admirable work in thoroughly investigating some of 
the most important aspects of the problem, so as to build up an objective judg- 
ment of the case. That is why I am so pleased to give you and your committee 
all the answers which you may find necessary, even beyond the matters you 
referred to in your letter. 

1. The answer to your first question, whether the contemplated return of 
$10,000 maximum to individuals was, in the German view, merely the first step 
in the return of such properties and not the final and only return to be made 
and that full return was a question left entirely open, is definitely “yes.” 

You may have heard that after the termination of the Washington discus- 
sions in February and March 1955, some American circles, especially within 
the departments concerned, expressed the view that the German delegation 
and the German Government were satisfied fully with the abovementioned 
$10,000 plan as a final solution of the property problem. As soon as I heard 
about it I felt obliged to deny this opinion most emphatically. First of all 
I did so in a letter addressed to Mr. Walworth Barbour who was the leader of 
the American delegation during our talks in Washington. Secondly, I informed 
the press accordingly, and finally I referred to the matter in a number of lectures 
and articles. 

It is true that the $10,000 plan was welcomed by the German delegation and 
also by the German Government and the Chancellor since by proposing this 
plan the United States Government undertook a preliminary step in reversing 
their confiscation policies as to former enemy property. On the other hand, 
it is clearly to be seen from the records of the Washington talks that the Ger- 
man delegation and myself as special representative of Chancellor Adenauer 
have repeatedly expressed the opinion—not only in the opening statement but 
also in the final statement—that only a full return would satisfy the German 
wishes. In the joint press communique which was published at the end of the 
Washington talks, too, it was also clearly referred to the fact that the German 
delegation had “expressed the desire for a broader solution of the property 
problem” and that they considered the United States plan, in the light of prevail- 
ing circumstances, to be a constructive step in the solution of the problem. 

I do not think, if one reads the documents of the Washington talks carefully, 
that anybody could find anything in them to prove that the German delegation 
accepted the $10,000 plan as a definite settlement. On the contrary. 

There is a further proof: The Washington talks had not the character of 
true negotiations. The plan was put forward to the German delegation as a 
result of a prior decision taken by the American Cabinet and never was altered. 
The object of the talks was merely to discuss with the representatives of the 
United States Government the views of each side on the solution of the problem. 
This has been explicitly confirmed by Mr. Barbour. For this reason there was 
no substance at all in accepting the United States plan, quite apart from the 
fact that the German delegation had not the right to do so because the settle- 
ment of American war damage claims was a substantial part of the plan, and 
any consideration or settlement of such claims, as you know, is forbidden by 
article 5 of the London debt agreement. 

In these circumstances only two ways were left open to the German dele- 
gation to react to the United States plan put before them: Either to reject it 
definitely or to welcome it as a first step, trying to leave the door open for 
later discussion of a broader return program. To reject the plan altogether 
would have been unwise and would have been detrimental to the friendly rela- 
tions between your country and mine, all the more so as we had and still have 
the distinct impression that with the $10,000 plan the United States Government 
wished to underline their desire to strengthen the friendly ties between the 
two countries. On my return from Washington I was asked by quite a number 
of journalists, businessmen, and politicians why I had not rejected the “small 
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solution,” which proves that there was no satisfaction with it whatsoever in the 
German public. In my answer I referred to the abovementioned reasoning 
and added that, to my mind, welcoming the plan as a positive step toward the 
solution of the property problem was a far better kind of reaction than a flat 
refusal. In fact, not only the German delegation (viz joint press communique 
of March 4, 1955) but also Chancellor Adenauer (in his letter to Mr. John 
Foster Dulles of March 30, 1955) expressed the opinion that they considered 
the plan a constructive step in the solution of the property issue. What a step 
means I think should be clear to everyone, and I wonder for what reasons Mr. 
Murphy in his statement before the hearings of November 29 created the impres- 
sion that there was complete satisfaction on the German side with the $10,000 
plan. 

In this connection I may remind vou of the American-Chinese negotiations 
on the release of a number of American airmen captured by Red China. When 
Red China formally offered the release of some of these airmen the United States 
Government welcomed this offer as a first step. Nobody in the United States 
would have understood the Government if they had rejected the partial release 
for the reason that Red China had not offered to release all of the prisoners, 
and, secondly, nobody in the United States or elsewhere interpreted the phrase 
“first step” as the expression of the United States Government's view that they 
waived their claims as to the release of the remaining soldiers. 

In both cases there was the desire on the German, respectively on the American, 
side to keep the problem alive and to aim at a full settlement of the case. 

In our case, the door to further discussions definitely was left open: 

(a2) In his final statement of March 3, 1955, Mr. Barbour said: “With regard 
to your remarks on the possibility of a further return program being adopted 
in the future I would like to point out that our proposal is as far as we feel 
we can go in making recommendations to Congress in the light of the consider- 
ations I have mentioned. You appreciate, however, that the proposal was made 
on 2 unilateral basis as a matter of grace and therefore should not be considered 
a firm commitment by this Government. I recognize, on the other hand, that 
the program, if adopted by Congress and carried out, in no way commits the 
Federal Government to accept it as a final settlement of the problem. Whether 
a new factual siti.ation will develop which will render further action possible 
is a matter for the future to determine.” 

(0) In several private talks with Mr. Barbour during the Washington dis- 
cussions he declared that the American Government did not expect the German 
Government to accept the $10,000 plan as a final solution. He fully complied 
with my earnest desire to have the door left open for further discussions while, 
for the time being, the administration could not envisage a broader plan. 

(c) The same meaning is expressed in the joint press communique of Mareh 4, 
1955, which you will find in the records of our Washington discussions. In this 
communique there is no wording which might imply that the door had been 
closed for future discussion of a broader return program. On the contrary. 
The phrase ‘“‘while the future canncet be predicted” was nothing else but the 
reflection of the prior discussions and my private talks with Mr. Barbour. 

My report to Chancellor Adenauer on my return from Washington was on 
the same lines as expressed above. ‘Therefore the Chancellor, too, adopted the 
position taken in Washington and, consequently, in his letter to Mr. John Foster 
Dulles of March 30, 1955, said: “The Federal Government believes that the 
result of the talks is a constructive step on the way to the solution of a problem 
which for years has been a matter of concern to the Federal Government and the 
general public.” Later on in a talk last summer with Congressman Hays, 
Donovan, and Seldon, Chancellor Adenauer said that he and the German public, 
while welcoming warmly the $10,000 proposal, were not satisfied with it as 
a final solution of the problem. Furthermore, you will remember that Chancel- 
lor Adenauer in his letter of July 17, 1954 to President Eisenhower not only 
referred to the hardships which had been suffered by owners of small prop 
erties, but also to the property of those German individuals and corporations 
who by investing their capital in the United States in prewar times had con- 
tributed and wished to contribute toward friendly relations between the two 
countries and their peoples. Now, since the $10,000 plan only envisages returns 
to individuals and not to corporations, there is no wonder that Chancellor 
Adenauer was not satisfied and that he hoped for an eventual outcome of a 
broader solution. But again, from the records of the last hearings and also 
from the covering letter of Mr. John Foster Dulles with which he introduced the 
bill No. 2227 into Congress, I take that the State Department only mentioned that 
part of the letter of Chancellor Adenauer which deals with the hardship cases. 
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2. It is the decided position of the German Government that the principle of 
the inviolability of private property calls for a full return of vested German as- 
sets. This, naturally, refers only to assets acquired rightfully. I stressed this 
point of principle not only in my statements during the Washington talks but 
also in several lectures and press conferences I held after my return from the 
States. 

In particular, in a speech I made at Bad Homburg on June 4, 1955, I said: 

“The German position was and is that the seized property should be returned 
to its private owners because the principle of the sanctity of private property 
requires such return. This position was taken because it is required as a 
matter of sound morality, of international law, and of German domestic law. 
It, moreover, is consistent with the position of the United States from the 
time that country became a nation until World War II, a position which the 
great authorities of that country took also because moral principles and inter- 
national law required that it be taken.” 

In my opening statement made in Washington I referred to the traditional 
American philosophy of respect for the human being and its private rights, 
quoting a number of great Americans like Alexander Hamiiton, Cordell Hull, 
Bernard Baruch, and John Foster Dulles, Acting Secretary of State of the 
United States. 

When the United States Department of State sought relief for the property 
of the United Fruit Corp. which had been seized by the Government of Guate- 
mila, it took the same position. I may refer in this respect to an aide mémoire 
of the Department of State of August 28, 1953, which I mentioned also in the 
Bad Homburg speech (see enclosure) . 

During the Washington talks I declared repeatedly that not only the princi- 
ple of the sanctity of private property called for return, a principle which dis- 
tinguishes our Western philosophy from that of the Eastern bloc, but also the 
self-interest of those nations and in particular of the United States who have 
made and are maintaining large investments in foreign countries. These in- 
vestments are endangered if the respect for human rights and private property 
is not fully adhered to by those countries who, in the minds of the world, are 
predominant politically and economically. The foreign investments of private 
United States capital amount to about $26 billion. Foreign investments of other 
countries amount to similar values if one compares them with the gross national 
income of these countries. How can these investments be better protected than 
by full compliance with the principle of the sanctity of private property on the 
part of the investing countries theselves? 

A few weeks ago the Argentine Government suddenly blocked the property of 
more than 200 individuals and of more than 70 domestic and foreign-owned 
firms. This is another example of how dangerous it is when the above-mentioned 
principle is not observed by the leading nations, and you will remember what 
Mr. John Foster Dulles said during the hearings on the Dirksen bill in 1954: 

“I recognize that there is force in what you say, to the effect that our own 
position to protect American interests abroad is strengthened if we protect for- 
eign interests that are here. 

“TI would think that in an era when we expect the American interests abroad, 
American capital investments abroad, that it is wise for us to adhere ourselves 
strenuously to the highest standards of conduct in relation to those matters. 
That puts us in a better position to call upon others to apply the same standards.” 

The firms who suffered from the Argentine measures are, among others, Ger- 
man and American owned (Capehart, Kaiser). The German Government, in 
the meantime, has taken official steps through their Embassy with the Argentine 
Government, and I understand that other countries are taking the same position. 

We in the western part of Germany are much more aware of the importance 
of observing individual rights and individual freedom because we can see from 
firsthand what is going on in the Eastern zone of our country and how our 
relations and friends in these areas are being treated. Western Germany would 
not be such a moral stronghold against communism and against infiltration of 
Communist ideas if it did not have this intimate knowledge and if not millions 
and millions of those now living in Western Germany had suffered under Eastern 
confiscationary measures. So, when Chancellor Adenauer, the Bundestag, the 
German Government and the German public urged the return of vested property, 
pointing to the principle of the sanctity of private property and to the decisive 
difference between the Eastern and Western philosophies, this was not merely 
a slogan but the expression of a deep conviction born out of their own experiences. 
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3. The question whether the German Government has accepted and in fact 
ratified the permanent retention of vested private property by virtue of its 
idoption of the Bonn conventions (ch. Vi, art. 3) can best be answered 
from the discussions the German delegation had in Washington. At that time 
Mr. Barbour said: “The reparation policies adopted after the war have been 
neorporated in a series of intergovernmental agreements culminating in the 
Bonn conventions and the London debt settlement which have confirmed the 
actions taken and established legal barriers against the assertion of additional 
war claims against Germany at this time.” I answered with the following: 
“In the German opinion the wording of article 3 in chapter VI of the Paris 
conventions puts it clear that the Federal Republic neither expressly waived any 
rights to the German externa! assets nor acknowledged or confirmed the actions 
which had been taken with respect to the German property. The Federal 
Republic, however, did declare its willingness to raise before the Three Powers 
no objections in the future against the measures taken.”” Mr. Barbour in his 
reply admitted: “* * * that the term ‘confirmed’ had been badly selected. It 
were to be said that the wording of article 3 in chapter VI of the Paris con- 
ventions were quite clear and had been correctly interpreted by Mr. Abs. The 
American Government had not in mind to impute a different meaning to the 
wording of the article.” 

Furthermore, I may refer to article 4 of chapter VI of the conventions which 
says that in line with the provisions contained therein the Federal Republic 
may negotiate agreements regarding the confiscated property. This provision, 
to my mind, puts it very clear that the German assets are not expected to be 
definitely lost. After the Paris conventions had been signed, the Deutsche 
Bundestag, on February 26, 1955, unanimously made the following statement: 

“With deep disappointment the Deutsche Bundestag learned of the three 
Western Powers having insiste’ on the insertion in the Paris conventions dated 
October 23, 1954, of the provisions of chapter VI of the “Uberleitungsvertrag” 
of May 26, 1952, in their unmodified wording. The maintenance of these pro- 
visions does not only confirm the actions taken hitherto with respect to private 
property abroad, but even lays the foundation for extensive new encroachments 
on private rights. Under these aspects the distressing and discriminatory re- 
strictions resulting from the years of occupation are obviously remaining in 
force; in the opinion of the Deutsche Bundestag these restrictions are incom- 
patible with the transfer of political and military obligations and responsibili- 
ties to the Federal Republtec as a partner of the countries of the free world. 

“The Deutsche Bundestag therefore expect : 

“1. That as a result of the discussions suggested by the Three Powers on the 
application of the provisions of article 4 in chapter VI of the said conventions 
the Feleral Republic will be authorized to enter into bilateral negotiations 
with those countries which are willing to negotiate, and that without any re 
strictions and in accordance with the contents of article 4 (4). 

“2. That the platform of such negotiations will not be withdrawn by the 
foreign countries concerned by way of continuing to liquidate and to dispose of 
the German external property still existing. 

“3. That the signatory powers of the Paris reparations agreement will dis- 
continue to assert claims on the still existing German external property, and will 
abstain from making further use of the provisions of these agreements. In conse- 
quence thereof the provisions forbidding any reacquisition of former German 
external assets by German nationals—quite an obsolete provision since long 
should be canceled. 

“4. That the trademarks and copyrights, originating in the prewar period, will 
be restored insofar as this has not already been done. As a result thereof, the 
way will be open for a return of international legal safety in this sphere of life.” 

Finally I may cite the following from the above-mentioned speech I made at 
Bad Homburg which clearly gives the position which is being taken in Germany : 

“With respect to nonreturned property of German claimants, consent of the 
German Government to such nonreturn, besides being contrary to moral prin- 
ciples and to international law, would contravene article 14 of the Bonn basic 
law (constitution). Such a consent by the German Government thus would be 
prohibited to it. 

“With respect to nonreturned property of non-German claimants, even if the 
requirements of international morality and law are disregarded, jurisdictional 
questions make the consent of the German Government a matter of no conse- 
quence, 
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“With respect to all nonreturned property, the German Government has never 
asserted the authority, and concedes that it lacks the authority, to destroy or 
restrict the rights to the seized property of any private claimant whatever his 
nationality.” 

4. Referring to question 4 of your letter I may inform you that I had the 
privilege, since the conclusion of the Washington discussions, to have had an 
exchange of correspondence with Mr. Walworth Barbour, then Deputy Assistant 
Secretary of State and leader of the United States delegation, and with Mr, 
Robert D. Murphy, Deputy Under Secretary of State. In this correspondence I 
referred to some of the principal points mentioned above, and I endeavored to 
correct the misapprehensions which had arisen with respect to the German views 
on the $10,000 plan. I refer to the letters of June 24, September 19, and Decem- 
ber 23 in particular. Ll am sure that you will have access to this correspondence, 

5. When Mr. Murphy, on June 25, 1955, made a speech at Indiana University 
in which he said, “Now Germany is our partner” (see Department of State 
Bull, vel. 33, p. 48), all Germans who are dedicated to the development of 
friendly relations with your country were very much delighted. We believe 
that German-American friendship is not only a matter of common destiny but 
also a inatter of inclination. But if it is true that Germany is the partner of 
the United States, we cannot quite understand why the property of private 
citizens of one of the partners stil! suffers from confiscation. In this respect 
many people in Germany do not see the difference between the Eastern methods 
and the measures taken by countries which, in fact, are our partners. ° 

Another matter of importance which I do not wish to omit is the fact that 
some people in your couniry and also in other countries feel that property 
returns by the United States would be prejudicial to the position of other 
countries who still possess German property which they have vested in conse- 
quence of the last war. I may repeat once more what I have stated earlier on 
various occasions, that this is not considered to be the case because the situation 
with respect to each country is entirely different, particularly to those who 
suffered directly from German wartime occupation. I may add that this is 
also the position taken by the German Foreign Office. 

I regret very much that this letter is a bit extensive and lengthy, but as 
matters have developed so many misunderstandings crept up that it was indis- 
pensable to put the position clear as we see it from our side and as it is also 
laid down in the Washington records. Should you have any more questions, 
dear Senator, I would be delighted to answer them immediately. 

Sincerely yours, > 
HERMANN J. ABS. 


Mr. Woon. There have been recently, and it is appropriate that it 
should follow, a number of meetings of the German Bundestag, in 
which you received, 2 days ago, the articles from Mr. Abs in reference 
to the attitude of the German Parliament in reference to the subject 
matter of alien property. 

Senator Jounston. This should be made a part of the record also, 
and hearing no objection or opposition, it will be done. 

(Photostats of the articles referred to, and translations thereof, are 
as follows:) 


{Translation of article from Frankfurter Allgemeine Zeitung of April 13, 1956] 
TreEATY WitH A Dark Spor 


By Hans Roeper 


Yesterday the Bundestag ratified the Treaty of Friendship, Trade and Ship- 
ping concluded between the German Federal Republic and the United States. 
This is the first classic trade treaty the Federal Republic has signed after World 
War II. The old tradition of keeping as liberal as possible the economic and 
legal relations between the two countries, has thus been resumed. Actually, 
the new treaty is nothing but a restoration of the agreements concluded between 
Germany and the United States as far back as 1923. At that time German as 
well as American politicians were very proud of this agreement because it was 
considered an especially liberal agreement, considering the then prevailing 
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onditions. Today, the new German-American treaty gains even stronger sig 
uiticance as compared to the vast number of narrowminded, bilateral trade 
reaties that have hampered world trade more and more since the start of the 
economic crisis in the world. Contrary to those mostly short-term agreements, 
his treaty does not contain exact statements and petty Lists describing how 
much and what kind of merchandise one country is to buy from the other, in 
hat manner accounting should be handled, and so on. Instead, this treaty 
rovides for definite basic rights and basic duties pertaining to the residence 
nd economic activities of a citizen of the one country within the territory of 
the other country. ‘This includes above all mutual priority benefits, equal rights 
or foreigners and natives alike, the right of residence and the protection of 
property. The treaty, therefore, marks a distinct step toward free world trade. 
EXPROPRIATION DESPITE TREATY 


No matter how nice and welcome ali this may be, it cannot be overlooked that 
a shadow from the past is lying on this treaty: the expropriation of German 
private property in the United States after World War II This obvious in 

istice was also referred to in yesterday's session of the Bundestag, and an 
early rehabilitation was demanded. In fact, as long as the expropriation of 
German properties has not been revoked by the United States, it must be con- 
sidered a farce if the present treaty states that: “The property belonging to 
natural and juridical persons of both parties to the treaty shall enjoy perma 
nent protection and security within the territory of the other party to the 
treaty * * * it shall not be taken away except in such cases where this is re 
quired in the interest of public welfare, or in the course of proper legal pro 
ceedings. Neither shall it be taken away without adequate compensation.” 
Similar clauses serving the protection of property were contained in the Ger 
man-American Treaty of 1923, and even in the treaty concluded in 1785 between 
Frederick the Great and the then young American Republic. But neither the 
treaty of 1785, subscribed to later on by the German Reich and effective until 
World War I, nor that of 1923 prevented the Americans from immediately con 
fiscating German property after both world wars. In view of these experiences 
one must ask: “What is the good of all these declamuations and contractual 
provisions concerning the inviolability of property if they are thrown overboard 
when put to the first serious test?” 


A DEEP WOUND 


Nevertheless, after World War I—in 1928—Americans restored up to 80 per- 
cent of the confiscated German private property. But 11 years have passed since 
the conclusion of World War II and no similar steps were taken by the United 
States. German owners are still deprived of the properties they had acquired 
there. True, some time ago Senators Dirksen and Kilgore introduced a bill ad- 
vocating the complete return of vested property ; however, this bill got canght in 
the nets of the opposition. Furthermore, approximately 1 year ago, the United 
States Government, after tenacious German-American negotiations, submitted a 
bill which, however, provides only for the return of properties up to $10,000 to 
natural persons, while amounts in excess of this limit as well as property be- 
longing to juridical persons are not to be returned. This settlement according 
to which only 10 percent of the total amount of vested property would be re- 
leased, is no real solution but only an attempt to pacify, by some act of charity, 
the voices of warning. A small beauty-patch is to cover the deep wound torn 
into the internationally recognized principles of law and the German-American 
Treaty of 1923 by the confiscation of German private property. And this wound 
undermines the credibility of the same principle in the new treaty. 


TWO KINDS OF MEASUREMENT 


The tardiness and slowness with which the question of vested German and 
Japanese property is handled in the United States, is in sharp contrast to the 
fact that for members of other “enemy countries”—whose property had been con- 
fiscated on the basis of the same legal provisions that applied to German prop- 
erty—a satisfactory solution was found a long time ago. This even applies to 
Germany’s former allies which now belong to the Eastern bloc, namely, Bulgaria, 
Rumania, and Hungary. According to a law signed by the President of the 
United States in August of last year, the confiscation of properties belonging to 
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citizens of these three countries and located in the United States of America will 
be lifted and changed into protective custody. This measure is to prevent Com- 
munist governments from possibly confiscating those properties. However, 
should the private property owner from Bulgaria, Rumania, or Hungary flee to 
the West, his property will be returned to him. True, the property of juridicial 
persons will be confiscated here, too. but only, as stated in the decision, because 
the juridical persons in those countries have been nationalized. On the basis 
of this reasoning it can be assumed that in the absence of such nationalization, 
the property of juridical persons would be returned as well. 

In comparing this solution with the proposal of the United States Government 
regarding German property, it becomes quite obvious that two different measures 
are applied here, even though the new German-American Treaty of Friendship 
expressly forbids any discrimination. It is stated therein that the treatment of 
citizens of the two countries being partners to the agreement “must by no means 
be less favorable than that to which citizens of any other country are entitled or 
which is prescribed by international law.” 

If the new treaty is not to stand on paper only, an end has to be put soon to 
the discrimination and confiscation of German property. Also, the words 
should be recalled with which the representative of the United States Govern- 
ment commented a year ago on the solution of the property question for persons 
behind the Iron Curtain. He stated that “the United States does not want to 
lose the support of friendly Bulgarians, Hungarians, and Rumanians, or preju- 
dice their confidence in the United States, because of continued expropriation.” 

Does the United States Government believe the friendly feelings of the Ger- 
mans would not be endangered by making the confiscation a permanent one, or, 
does it place no value on such feelings in a country which is an ally of the 
United States and with which a Treaty of Friendship has now been concluded? 


(Translation of article from Frankfurter Allgemeine Zeitung of April 13, 1956] 
JERMANS WANT THEIR PROPERTY 


HI. Bonn, April 12 (own wire report ).—The Bundestag has unanimously passed 
the Treaty of Friendship, Trade, and Shipping between the Federal Republic 
and Washington. However, on the occasion of the debate, represntatives of the 
Government Union and the Social Democratic Party emphatically demanded 
justice in the treatment of German property in the United States. Mr. Kalbitzer, 
a representative of the Social Democratic Party, pointed out that the situation 
of German private property is still worse than that of Bulgarian, Hungarian, 
and Rumanian properties, with the United States of America obviously en- 
deavoring to retain the sympathy of these nations. Secretary of State Hallstein, 
of the Foreign Office, confirmed that no progress has been made as yet in the 
property return question, a fact which he regretted deeply. Nevertheless, he 
said, the Federal Republic still hopes for an early satisfactory solution. In the 
opinion of Dr. Pohle, of Duesseldorf, representative of the Government Union, 
it is due to the consequences of the two world wars that private rights have 
been kind of outlawed; Germans, too, have violated private rights. Pohle 
welcomed the plan to create an international Magna Charta for the protection 
of property because this would serve to restore international legal security. 
Pohle, too, advocated an early and just solution of the question of German 
property in the United States. 


Mr. Woop. Now, Dr. Collier. 

Dr. Collier is professor of constitutional law, George Washington 
University. 

Doctor, do you have a prepared statement ? 

Mr. Coruier. Yes, sir; a very short one. 


Mr. Woop. You will interpolate that statement with your oral 
remarks ? 


Mr. Cottrer. Yes, sir. 
I would like to have the privilege of submitting a longer statement. 
T understood we had only a very limited time this morning. 
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Senator Jonnston. We would like to have it supplemented. At this 
int, of course, we do not want to take too much time with each 
individual witness, and yet, at the same time, we do want to get all 


the information that is necessary. I think you understand the position 


we are placed in. 

Mr. Coxiter. Yes, sir. 

Senator JoHNsToN. But we do want you to give us any information 
you might have which might throw light on this situation. 


STATEMENT OF CHARLES S. COLLIER, VICE CHAIRMAN, COMMIT- 
TEE FOR RETURN OF CONFISCATED GERMAN AND JAPANESE 
PROPERTY 


Mr. Cotirer. Mr. Chairman and members of the committee, I want 
to stress at the outset that I appear before you today with real diffi 
dence. I submit my opinions with genuine modesty. There are many 
details and aspects of this great controversy about the restoration of 
alien enemy property that I have not had the opportunity to study 
thoroughly. 

sut let me also say that I am entirely convinced that reaching a 
wise and statesmanlike solution for this controversy does not depend 
upon an exhaustive knowledge of financial details, nor upon specific 
legal arguments addressed to particular situations. 1 submit that the 
true solution for this controversy depends on broad principles. Let 
me refer, as briefly as I can, to at least 1 or 2 of these veincigh 

The first of these principles is the basic right of owners of private 
property to governmental protection with respect to their legitimate 
and original rights. Property rights are something disparaged in 
these days in comparison with so-called personal rights; but this dis 
paragement is based on a verbal distinction that is unsatisfactory, if 
not altogether false. For it is the personal right or interest of the 
human being who is the owner which is in question, his human claim 
to the use and enjoyment of his particular property. 

It is not the inanimate material objects, sometimes referred to ver 
bally as “property,” that can be credited with property rights, but it 
is the human beings who are the true seat of the legal rights of prop- 
erty, and their rights to property are personal and human rights, as 
much as any other rights. For on property rights there depends in 
fact much else that is indispensable to human liberty of action, to 
human safety, and to human happiness. 

Now, the Constitution of the United States establishes a great deal 
of protection for property rights. For example, the fifth amend- 
ment, as everybody, or almost everybody, knows, provides “nor shall 
any person be deprived of life, liberty or property without due process 
of law.” The word, “person,” in this provision has always been inter 
preted to include aliens as well as citizens of the United States. It 
has been interpreted in both instances to mean corporations as well as 
natural persons. 

In most legal situations, the requirements of “due process,” would 
apply with paramount restrictive power for the protection of aliens, 
including alien corporations, with respect to the preservation of their 
property rights, once validly acquired, in the same manner and to the 
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same extent as they apply to the preservation of the property rights 
of citizens of the United States. 

Now, there is one great exception to the concept that the property 
rights of both citizens and aliens are entitled to the same constitutional 
protection, and that is the doctrine several times announced by the 
Supreme Court that the private property of belligerent enemies, that 
is, property of individuals who bear allegience to, or are within the 
physical dominion of, belligerent enemy nations, may be legally seized 
and sequestered by the United States, throughout the period of actual 
belligerent operations. 

There is, however, a real constitutional question as to whether this 
power of seizure, in view of its usual justification as a necessary means 
of crippling a present or active belligerent enemy, extends into a post- 
armistice period when actual belligerent operations have ceased for 
years. It seems that such a situation is one in which we ought to 
recognize and apply the famous Latin maxim with regard to the pre- 
dominating authority of the reason or rationale of any law as con- 
trolling its operation. Cessante legis ratione, lex cessat: “When the 
reason for legal rule ceases, the law itself ceases.” 

Yet most of the vesting orders issued by our Federal Govern- 
ment with regard to the assets of German alien enemies, were issued 
after the armistice with Germany. It has been stated by officials of 
the Office of Alien Property that this lateness in time is true of 75 
percent of the vesting orders under the World War II program. 
But I shall refrain at this time from debating the issues thus sug- 
gested, and so the question suggests itself as to whether we are not 
reaching the edge of constitutional authority under the theory that the 
seizures are intended and designed to cripple an active belligerent 
enemy. 

There is another real constitutional question as to whether this pow- 
er of seizure covers and justifies legally the permanent and absolute 
confiscation of these properties, as distinguished from mere seizure 
and sequestration thereof, as an obvious means for crippling the 
belligerent efforts of an enemy state during the period of actual bel- 
ligerency. But I would prefer not to rely on this objection, as an 
absolute constitutional bar to such confiscations. 

T would rather urge most respectfully that, if and after we accept 
fully the doctrine of the ultimate power of Congress under our Con- 
stitution to make any disposition it chooses of the private property 
rights of enemy aliens, it still remains true that the eloquence and 
importance of the considerations speaking for the continued sanctity 
of property rights is not exhausted. 

Soames certainly is not compelled legally or practically to go to 
the absolute limit of constitutional tolerance in dealing with the pri- 
rate property rights and the private property claims of aliens— 
even if these persons may accurately be described as “enemy aliens” 
in the true legal sense, 10 years after belligerent operations have 
ceased. 

But in a more affirmative sense, the historical facts show that. Con- 
gress has never in the past sought to come anywhere near the ultimate 
horizon of its possible powers as defined by the apologists for con- 
fiscation. Congress has never in the past sought to establish perma- 
nent confiscation without compensation of the private property rights 
of enemy alien individuals. The legislation of Congress after the 
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First World War illustrates this, as well as does the legislation which 
restored the private property of Italian nationals in 1947. 

And, going further back, the full scope and significance of our 

national historical development in this realm cannot be appreciated 
without considering the precedents in the practice of our Federal 
Government in the periods directly following the Revolutionary War 

and the adoption of the Constitution in 1787. 

Of course, the present day apologists for confiscation maintain that 

his whole series of restorations of enemy alien property rights has 

been purely a matter of grace and they seem to be against grace with 
ie same simplic ity of mind that President ( ‘oolidge is supposed to 
ave exhibited in his summing up of Dr. Pierce's sermon on sin in 

e trenchant phrase, “He was against it.’ 

“But does not the pervasive and frequently repeated practice of 
restoration by Congress of enemy alien properties constitute far more 

han grace? Does it not establish constitutional usage, custom, ap- 
vrei process, due process of law? 

In short, ought not Congress to avoid serious constitutional doubts 
n this field, that would seem to result from transgressing the uniform 
ind controlling precedents? Ought it not hesitate to violate the con- 
sistent legislative practice, up to this time, a practice approved by 
national thought and opinion throughout the first 170 years of our 
country’s history, and may it always remain so. 

One is reminded of a remark of Richard Webster in the 1700's: 

Stay, reputation, do not forsake me, for it is my nature that once I part from 
iny man I meet, I am never found again. 

And ought not Congress at today’s crossroads of action seek to ful- 
fill private property rights, that is to bring them to their full ma- 
turity and the natural goal of their development, rather than to 
destroy or minimize these rights on the assumption that there is no 
policeman to stop Congress? Congress must be its own policeman. 

In this field, as well as in other fields of legislative action less in- 
volved in constitutional problems and doubts, Congress may and must 
create the final rule of law, not merely follow the abstract and variable 
deductions from a postulate about the ultimate limits of govern- 
mental power. 

in short, the historical precedents in the United States, all of which 
are hostile to any practice of ultimate complete confiscation of enemy 
alien property rights, seem to me to have established not merely a 
custom but a customary constitutional principle that ought to be 
followed in deciding the issues of today. 

On the determination of the true or wisest rule, or doctrine of law, 
in this field we may well appropriate the epigram of Mr. Justice 

Holmes upon this point: 


On such a question, a page of history is worth a volume of logic. 


Why should we rupture our historical order for bad reasons and 
in order to obtain an unethical result? Why should we rupture our 
hitherto healthy and consistent legal growth and development with 
regard to the protection of alien property within our domain? Why 
should we at this late date establish a new and highly dubious policy 
that is hostile to international solidarity, as well as destructive of 
those private individual rights whose chief and strongest champion 
we claim to be: 
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Remove not the ancient landmark that your fathers have set. 


If we want to encourage a healthy regime based on private property 
rights throughout the world, as the best alternative to communism 
and all other forms of despotism and tyranny, let us keep our own 
national record clear as it has been throughout our history and above 
reproach with respect to all confiscations. Let us keep our record 
clear, whatever pleasing shapes this confiscation, this genuine devil 
of international relations, may treacherously assume and without 
regard to what other nations have done or may do. Let the United 
States follow the great admonition of George Washington, who be- 
queathed to our Nation the world’s perfect epigram in the words— 

Let us raise the standard to which the wise and honest may repair. The 
event is in the hands of God. 

Thank you very much, Mr. Chairman. 

Senator Jounston. Summing your statement up in one sentence, 
what would you say we should do? 

Mr. Corer. I favor S. 995, sir. I think that it establishes a prin- 
ciple of the restoration of German and Japanese assets formerly pri- 

ately owned, with the various safeguards which are most carefully 
considered, such as preventing the possibility that these assets would 
fall into the hands of some of our present enemies, and excluding on 
various grounds those to whom there is some individual objection. 

But, the limitations are based on individual justice, and not on a 
blanket scheme for giving great numbers of people, many of whom 
are entirely inocent in a moral sense, of their property rights. 

I approve of S. 995, sir. 

Senator Jonnston. Any questions? 

(No response. ) 

Senator Jonnston. We certainly thank you. 

Mr. Coturer. Thank you, sir, for giving me this opportunity. 

Mr. Woop. Mr. Chairman, on April the 13th you sateen a letter 
to Mr. John J. McCloy, our first High Commissioner to the Western 
Republic of Germany, and I think the record should include it. It is 
very brief, and it may be well to read it before examining any further 
witnesses, at this time. 

Senator Jounston. Proceed. 

Mr. Woop. (reading) : 

Dear Mr. McCioy: The Subcommittee on Trading With the Enemy Act of the 
Judiciary Committee, of which the undersigned is chairman, has scheduled 
hearings for April 20, as per notice herewith enclosed. 

The attention of the subcommittee has been called to the inconclusive state- 
ments in articles recently appearing in certain publications, in which you are 
being quoted with reference to the matter of the vesting of former enemy as- 
sets. We are not interested in the origin of the program, fully appreciating the 
necessary original purpose of the seizure and immobilization of all enemy 
assets in time of war. The subcommittee is primarily concerned with the prob- 
lems affecting the payment of American claims and the final disposition of former 
enemy seized assets in relation thereto, and as the two phases of the problems 
are comprehended within the provisions of pending bills before the Senate. 

You are invited to appear at the hearings, or if you prefer, you may submit a 
statement for the record, expressing your views regarding the questions above 
enumerated or generally upon the entire subject matter of the disposition of 
former enemy-seized assets. 

Sincerely yours, 


OLIN D. JoHNSTON, Chairman. 





RETURN OF CONFISCATED PROPERTY 331 


We received, Mr. Chairman, this morning in our morning’s mail 
this reply which I read to you and which I shall now read from Mr. 
McCloy. The letter is dated April 17, and received this morning. 

Reading : | 

My Dear Senaror: | have your letter of April 13 and I am very pleased to take 
this oppertunity to state my viewpoint on the matter of vesting former enemy 
assets and particularly to make clear some of the statements which have been 
nade in connection with a recent letter I wrote to Senator Langer in regard to 
some inquiries which he addressed to me respecting the memorandum initialled 
y Messrs. Roosevelt and Churchill at Quebec. 

Taking the latter subject first, I enclose a copy of my letter to Senator Langer, 

hich I understand has already appeared in the Congressional Record. In that 
letter I was simply replying to the suggestion that a reference of some sort to 
the seizure of enemy assets had been contained in the Quebec memorandum but 
had subsequently been suppressed. My letter denied that suggestion. However, 
[ really believe that the contents of that memorandum, as well as the contents 
of my letter, have no real relevency to the question of the vesting of former 
enemy assets. Whatever the motivation for the action which resulted in the 
seizure of enemy assets may have been, they were seized in accordance with a 
custom that is as old as the hills in case of wars. In short, I am quite clear 
that neither the seizure nor the possibility of return was an incident to the 
so-called Morgenthau plan. 

As to the general principle of the return of former enemy assets, I have 
always felt that, assuming the claims of American private citizens were ade- 
quately taken care of, our policy should always be directed toward the return 
of seized private property. I recognize that certain transcendent national poll- 
cies or security considerations may be involved which would contravene in 
certain cases the full recognition of this policy, but these contraventions should 
be the exception rather than the rule. I have not examined the provisions of 
the various bills now before Congress, but to the extent that they do operate to 
recognize this principle I would be in favor of them. 

I hesitate to express my views, particularly in relation to German assets, by 
reason of the fact that I was somewhat recently a Government official dealing 
with the rehabilitation of West Germany. I am aware of some complexities 
in regard to the German situation as to which I would be hesitant to testify 
without a fuller knowledge of all considerations that might aj) ly to particular 
pieces of the proposed legislation. But quite apart from my interest in Germany 
and my former position as United States High Commissioner to that country, 
I do feel that the principle that I have stated above is a sound one and ought 
to be recognized by the United States. 

Sincerely, 
Joun J. McCuroy. 

And attached to his letter is as referred to in his letter a copy of the 
letter which has already appeared in the Congressional Record sub- 
mitted by Senator Langer. 

With your permission I shall not read that; in order that the record 
be completed, however, we will put it in. 

The Cuatrman. Is there any objection? 

Hearing no objection, it will be printed in the record. 

(The document referred to is as follows :) 

Marcu 27, 1956. 
Hon. WILLIAM LANGER, 
United States, Senate, Washington, D. C. 


My Dear SENATOR LANGER: I have just had an opportunity to read your letter 
to me dated February 13. The letter came after I had left for a somewhat ex- 
tended tour of the Middle East, from which I have very recently returned. 
I have also read with interest your references to me contained in the speech 
that you made to the Senate on February 1, which references are contained on 
page 1546 of the Congressional Record which you were good enough to send 
to me. 

Unfortunately, I do not have ready access to many of the records which were 
made at the time of the meeting to which you refer. My personal records are 
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scattered about and so I would have to reply to you at the present time purely 
from memory. My recollection of the meeting in Mr. Hull’s office to which 
you refer is, however, very vivid. I also recall very well the paper which was 
initialled by Mr. Roosevelt and Mr. Churchill and the manner in which it was 
presented to the group by Mr. Morgenthau. 

This paper set out the general principles under which Germany was to be 
administered after the expected victory was accomplished. There had been 
considerable discussion regarding the principles of our policy respecting de- 
feated Germany. The discussions took place in the War Department, the 
State Department and, to some extent, in the Treasury Department. If my 
recollection serves me right, the War Department was the first one to initiate 
any draft directives on this subject as it was presumably their responsibility 
to administer defeated Germany. However, the State Department proceeded 
to draw up some principles under which Germany was to be governed and the 
Treasury Department did likewise. Both of these proposals shocked Mr. Stim- 
son, the proposal of Mr. Hull only a little less than that of Mr. Morgenthau. 
For Mr. Stimson’s reaction to the Hull and the Morgenthau proposals and my 
part in it all I would refer you to Mr. Stimson’s book entitled, “On Active Service 
in Peace and War.” If you will refer to page 568 of this book you will there 
find a discussion of the so-called Morgenthau plan. It is an entirely accurate 
account so far as I can now recall. 

Mr. Morgenthau had apparently pressed upon Mr. Roosevelt and Mr. Churchill 
at Quebec an endorsement of his views as to how conquered Germany should 
be administered. On his return to Washington he brought with him the initialed 
memorandum which you referred to in your speech. He laid it before Mr. Hull 
and Mr. Stimson in the former’s office in the State Department. I was present 
in Mr. Hull’s office when the document was presented. I have no record to 
confirm it but I believe I recall that Mr. White was also present at this meeting. 
I say this because Mr. White was usually present at meetings which Mr. Mor- 
genthau attended dealing with the administration of Germany. The initialed 
agreement between Mr. Roosevelt and Mr. Churchill is set forth in full at the 
bottom of page 576 and the top of page 577 of Mr. Stimson’s book. I saw the 
original and it conformed to the copy in the Stimson book. 

I took part in the drafting of all the memoranda which Mr. Stimson sub 
mitted to his colleagues in protest to the so-called Morgenthau plan, as well 
as the original Hull plan. 

As you will see from the initialed agreement as it is set forth on pages 576— 
577 of Mr. Stimson’s book, there is no reference made to the confiscation of 
German assets throughout the world. Though I think the original initialed 
memorandum hus disappeared, there is no doubt that the reproduction of it in 
Mr. Stimson’s book is complete and accurate. I believe that a number of photo- 
static copies still remain in existence. 

I believe the foregoing gives you the essential data that you are seeking in 
regard to the initialed agreement and to Mr. Stimson’s and my connection with 
it. The record, I think, is quite clear that Mr. Stimson and I, from the begin- 
ning, were in strong disagreement with the so-called Morgenthau plan, par- 
ticularly as it was reflected in the agreement between Mr. Roosevelt and Mr. 
Churchill which was initialed in Quebec; but it contained no reference to 
German assets throughout the world. If there is any further information that 
you seek and I am in a position to supply it, I shall be glad to do so. 

Sincerely, 
Joun J. McCoy. 

Mr. Woop. It might be pertinent to put in the record at this point, 
because it does relate to the subject matter, the communications be- 
tween you and the Department of Defense with reference to the cost 
of the Berlin airlift. 

The CratrmMan. That doesn’t deal directly with it but it shows the 
cost. I think it will be all right to let it go in if there is no opposition 
to 1t. 

Mr. Woop. On August 29, the chairman wrote the Secretary of 
Defense a commuication to which he replied. His communication 
to the Secretary of Defense is as follows. [Reading :] 
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Dean MR. Secrerary: In the studies being made by the Subcommittee or 
Trading With the Enemy Act, it will be helpful if the Department of Defense 
wuld furnish information along the following lines: 

(a) The number of lives lost, directly or indirectly, while engaged in the 

rlift in Berlin. 

(b) The estimated cost to the several departments in the Defense Depart 

ent resulting from the airlift. 

The subcommittee is advised that all three departments were at various 
times, directly or indirectly, involved in this operation and that considerable 
dditional appropriations were required to meet the costs, 

Respectfully yours, 
OLIN D. JOHNSTON, Chairman 


On September 9 you received from the Comptroller of the Defense 
Department the following letter in response to your letter [ reading | 


DeaR SENATOR JOHNSTON: In response to your letter of August 20, 1955, re 
questing certain information relative to the Berlin airlift, the following data are 
furnished : 

1. Total fatalities in airlift aircraft accidents during the period, June 26, 
1948-September 30, 1949, were 31, representing a rate of 5,282 per 100,000 flying 
hours. There are no other known records of personne! ean S, 

The estimated costs of the operation to the several Departments were as 
follows: 


BP FOR fo ivin ntsc ccc eb tnde Re ee ; $215, 200, 000 
DTI a iste saci snistaciniiaisi ewe athena anand ed et dtaaseeintbentl 10, 500, OOO 
SRN ak ciliccctacs ann seein shin eteianniisinsamepanipiadigieaiaibae winibimitbeatipcdieliti — 2, 408, 000 


The above estimates exclude the cost of supplies flown into Berlin, but include 
the cost of the phaseout of the operation with redeployment of the units engaged 
and the overhaul and reassignment of the aircraft employed. The Air Force 
total includes some Army and Navy costs in addition to those shown, for which 
a breakdown is not readily available. 

Sincerely, 
GLENN V. GIBSON 
(For W. J. McNeil) 


Pursuing the thought expressed by the Comptroller in the last letter 
as to the cost of supplies additional inquiry was 7 as to that and in 
response to that inquiry, you received on October 1 a further communi 

cation from the Comptroller which is as iaiiows [reading]: 


DEAR SENATOR JOHNSTON: Reference your letter of September 21, 1955, re- 
questing additional information relative to the Berlin airlift of June 26, 1948 
September 30, 1949, as far as we can determine there are no available records 
pertaining to the cost of the supplies which were flown into Berlin during this 
operation. 

There are, however, records of the amount of these supplies which may pro 
vide you with a measure of the size and scope of this outstanding accomplish- 
ment by the participating services. The tonnages transported in United States 
and in British aircraft are summarized below: 


Total inbound tonnage____~- Soh asia ancien re a 2, 325, 509. 6 
NE IN ins ith Nisin achtencinisipminth adedniids Recs aces LP ee 
I i Sa a ee - a 41, 936. 9 

Total outbound tonnage___-_~- sith lilt elpclaadiete eaecedcasbiclich ethan aia ‘ 81, 730.8 
RRO NINO ihm i ikccip debian dhmteennbeuded 5 ae 45, 8S7.7 
Ne mek a 35, 843. 1 

ORI SID GO a cilia cane eshte ted ccteaitnledl 227, 655 
TUR rN ce ed I eee 62, 749 
SN a See 164, 906 
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Coal constituted approximately two-thirds of the total tonnage airlifted, food 
products represented about 20 percent, and such supplies as liquid fuel, raw 
materials, industrial supplies, construction equipment, medical supplies and 
etc., accounted for the balance. United States units primarily carried bulk-type 
tonnage while the British hauled specialized commodities such as liquid fuels. 

Sincerely, 


W. J. McNEIL. 


The Cuatmmayn. I think I should say as chairman though that this 
cost was not caused by Germany but was caused by the activities of 
Russia. 

The next witness. 

Mr. Woop. Is Mr. Connors here, or Mr. Harrison representing Mr. 
Connors ? 

( No response. ) 

Mr. Woop. I assume he will submit a statement later. 

The Cuarrman. He was here. Did he leave a statement with anyone 
to present for him? I understood that he might just present a brief 
written statement, 

If anyone sees him, you can tell him he has that privilege. 

Next witness. 

Mr. Woop. Mr. Sachs was referred to the subeommittee by Senator 
Bush. How long will it take you, Mr. Sachs? 





STATEMENT OF JACOB Y. SACHS 





Mr. Sacus. Not more than 6 minutes. 

I promise I shall not give you a treatise on property or anything 
else. 

I am grateful for the opportunity of appearing before this commit- 
tee in behalf of clients who are interested in the passage of Senate bill 
2227. 

I want especially to thank Hon. Prescott Bush, senior Senator 
from Connecticut for his cooperation in keeping me informed about 
progress of this proposed legislation. It is gratifying to residents of 
Connecticut to know that the Senator has made himself available 
and has been of unestimable help in serving his constituents. 

The bill as proposed has many good points. In some respects, how- 
ever, it cuts sharply at a group of American citizens, among whom 
is one of my clients, one Jeanne Toscano of Stratford, Conn. I say 
cuts, because it actually deprives her of benefits to which I believe 
she is entitled. And I feel that there are others like her who have 
suffered losses, for which this bill in its present state will not com- 
pensate. 

Directing your attention, gentlemen, to page 26, section 204, begin- 
ning with line 8 to line 21. The bill as presently worded excludes 
items like currency, furs, money, jewelry, and proposes that no com- 
pensation be made for the loss of these items. 

Picture if you can citizens of our country isolated in Germany 
during World War II. Haunted and hunted by Nazis. Fearful of 
their lives. ‘Tracked down by the Gestapo and forced to move under 
cover of secrecy from place to place. Taking with them the clothes 
on their back, some currency and some jewelry, which was their entire 
possession. ‘These people had no businesses to conduct. They had 
no investment in Germany. They owned no real estate. Their 
worldly goods were on their backs or hidden in their suitcases. 
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It so happens that in the case of Mrs. Toscano, after being bombed 
out of her residence in Dresden, she left by motorcar to St. Blasien 
in Germany. 

While in St. Blasien, the hotel she was stopping at was bombed. 
After a fire ensued, in order to save her life and that of her 5-year- 
old son, she leapt from the second floor of the hotel and was critically 
injured. Injuries which she bears with her to this day. Her condi- 
tion of nervousness has remained with her to such an extent that she 
is being treated at this time by a neurosurgeon. Allow me, if you 
will, and I will submit the hospital record from Germ: ny. 

The bill S. 2227 deprives her of compensation of certain items of 
jewelry, perhaps not of extreme high value but representing an impor- 
tant part of her belongings. The fur coat she owned surely is another 
item for which she should receive compensation. These two items the 
bill proposes to eliminate. 

As to her personal injuries which she suffered and from which she 
is presently suffering, there is no — in S. 2227 for this item as 
far as I can determine. The only provision for injury in the bill 
deals with persons on any vessel engaged in commerce on the high 
seas. The Dill i is not clear as to injuries on German soil as a result 
of military action by Germany. 

I am referring to pages 24, line 24, and pages 25, lines 1 to 11. If 
I read it correctly, there is no provision for Americans killed or 
injured while on German soil as a result of military action wherein 
the cause or instigator of such action is unknown. Such a provision 
should appear in “the bill, and not only do I speak in behalf of my 
clients but surely there must be others, who suffered through no fault 
of their own simply because it was impossible to get out of Germany. 

I have had some correspondence with Andrew T. McGuire, General 
Counsel of the Foreign Claims Settlement Commission, who adv -~ 
me that the Federal Republic of Germany had recently enacted ¢ 
statute to which my client might seek relief. 

I have been in correspondence with the Consulate of the Federal] 
Republic of Germany and Dr. Werner, ungerer vice counsel. He 
informed me by letter: 

1. The law is before the German Bundestag. 

2. That under the conditions my client found herself in Germany, 
she has no claim. 

I might inform this committee that my client brought an action in 
court at Frieburg, Germany, in the fall and winter of 1945 for her 
numerous losses of property as well as damages for physical injury— 
the record of that hearing I have. And I am sorry to say relief was 
denied to her. 

Might I adda word about my client, since I feel hers is a special 
ease. She was born in the United States in 1913 and went to Ger- 
many to visit in 1929, where she married. She lived in Dresden with 
her husband and son, who was born in January 1940. 

She lived in Dresden during most of the war and was constantly 
under surveillance by the Gestapo because of her American citizen- 
ship. She was forbidden to leave Dresden. While in Dresden, she 
occupied herself as an active worker in the underground fighting the 
Nazis and Fascists. 
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When Dresden was bombed and was in a disordered state, she 
escaped to St. Blasien in her car hidden in the countryside. The 
trip which ordinarily took 1 day, took her 14 days. She had only 
been established in St. Blasien for 2 weeks when this bombing of her 
hotel and subsequent fire occurred which resulted in her injuries, 
some of which have remained with her. 

In 1946, she and her son came to America. It is for Americans of 
her type that this proposed bill should, I believe, be passed and should 
contain provisions which would enable her to receive compensation 
for her losses. 

In personal property loss of which I am prepared to submit a list 
as well as a reasonable sum for her personal injuries, the amount of 
$7,000 or $10,000 fixed as the maximum by this bill may in many 
cases seem adequate. 

And I am mindful of the huge task that any claims committee 
is faced with in passing on such demands. But in weighing the rights 
of individuals or cor porations which stock and vested business inter- 
ests in Germany who have suffered losses and for which this bill is 
most solicitous and for which the bill says shall be eligible for return 
without regard to value, this committee or its sponsors surely cannot 
lose sight of the intrinsic value of an American’s health and well- 
being—the physical torture, and the pain and suffering and the per- 
manency of that suffering endured to be endured by people like my 
client. Unless adequate provisions are made and adopted along lines 
commensurate with the true situation, I feel that this Nation’s duty 
to its citizens has been neglected. 

We in this country and you too, gentlemen, are often criticized for 
spending billions on peoples whose loyalty to us sometimes seems 
questionable. Not too often do we have the opportunity to justly 
compensate those loyal Americans who have kept alive the true mean- 
ing of our way of life. This bill is a step in the right direction, but it 
needs implementing, and T respectively submit the additions thereto- 
fore mentioned, additional compensation for personal property and 
also for personal injury. 

May I thank you for your courtesy and the privilege of voicing 
my sentiments, directly as counsel for my client, Mrs. Jeanne Toscano 
and also as an American citizen. 

Thank you. 

The CrarrmMan. We certainly thank you. Any questions? Thank 
you. 

Call the next witness. 

Mr. Woop. Mr. Mulert of Pittsburgh; is he here ? 

Have you a written statement, Mr. Mulert? Have you a prepared 
statement ¢ ‘ 


STATEMENT OF CARL J. MULERT, PITTSBURGH, PA. 


Mr. Muterr. Yes. 

Mr. Woop. Are you going to interpolate that statement now ? 
Mr. Mutert. Yes; I mailed two o copies of a written statement. 
Mr. Woop. When did you mail it to us? 


Mr. Mcterr. That was mailed 2 or 4 days ago. I have an extra 
copy. 
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The Cuairman. Give it to the reporter. 

Mr. Muterr. I appeared here in 1953 at the time of the Dirksen 
hearings. I am in favor of Senate bill 854. My case is a case where 
my father in 1932 established a sizable trust fund, the income of which 
was to go to his brothers, sisters and relatives in Germany. As a co- 
executor of that estate I naturally made regular remittances until 
the division order came along and, of course, we complied with the 
provisions of the investigating order. All the income that would 
normally have gone to these relatives is now being turned over to the 
Alien Property Custodian. Out of 7 original people that were men- 
tioned in the will, 3 of them have passed away, 4 of them are still 
living; 1 of these had to flee the Eastern Zone of Germany and is now 
a refugee in Western Germany. That familv lost all of their property, 
their wealth, their possessions. 

In this particular case, this family would be entitled to, I think, 
around $500 a year. They are refugees and on relief in Western 
Germany. 

The Coatmrman. In what form is that property / 

Mr. Muterr. It is nothing but income from a trust. 

The Cuamman. The income from what source ? 

Mr. Muterr. It was nothing but income from this trust fund 
established by my father who was a United States citizen and the trust 
fund is made up——- 

The CuHarrMan. Proceed. I just wanted it made clear. 

Mr. Mutert. It is nothing but income that they are to receive from 
this trust fund set up by my father. The wording of Senate bill 854 
which permits the return of such property which an alien acquired by 
gift, devise, bequest or inheritance from an American citizen. 

Now these families—here is one who is 73 years old. Here is an- 
other one who is 81 years old. The only way they can make a livelihood 
is through relief or charity or some provision that the Government 
takes care of. It seems so academic and elementary that there are no 
war claims involved, there is nothing involved. It is just a permission 
to be able to generally remit to these German relatives income estab- 
lished from this trust fund. Although these remittances are held up, 
it is still not too late, if I were given permission to say start remitting 
from now on to give some relief pending some favorable action. That 
is the general gist of my story and thank you. 

The Cuatrman. Any questions? 
(‘The document referred to is as follows :) 


STATEMENT OF CARL J. MULERT, OF PITTSBURGH, Pa. 


I am one of the trustees under the will of my father, Justus Mulert, and I 
appear in support of Senate bill No. 854 and in behalf of the German beneficiaries 
under my father’s will. 

My father, Justus Mulert, came to this country from Germany in 1890. He 
became an American citizen and for many years engaged successfully in the real 
estate and insurance business in Pittsburgh. He died in 1932 leaving his will 
under which a substantial trust was created, the income from which was to go 
to his brothers, sisters and other relatives in Germany. Seven of these rela- 
tives received sums which ranged between $30 and $60 a month. The pro- 
visions of this trust were carried out under my direction and of the Common- 
wealth Trust Company of Pittsburgh, cotrustee, and distributions made to 
the beneficiaries until 1941 when the income from the trust was vested by the 
Alien Property Custodian. This income has been taken from 1941 to the present 
time, notwithstanding that hostilities ended almost 11 vears ago. The total 
amount vested by the Alien Property Custodian now approximates $37,000. 





338 RETURN OF CONFISCATED PROPERTY 


Of the 7 original beneficiaries, 4 are still living. The burden of helping to 
support these beneficiaries has fallen on others because they have been deprived 
of their property and my family has helped by sending money, food and clothing. 
The depriving of these beneticiaries of this income has resulted in much suffer- 
ing and has been a cause of a great deal of concern to me. 

Their hardships and plight can be pointed up by what has happened within 
the last few years. One of my father’s cousins, a beneficiary under the trust, 
some 3 years ago was forced to fiee from East Germany. She is now a refugee 
with her children in West Germany, suffering not only the loss of her income 
under the trust but the deprivation of her properties in East Germany. I have 
repeatedly received inquiries from all of these beneficiaries asking about the 
progress made in restoring this income to the rightful owners and pleading for 
prompt consideration of their rights. 

It is our earnest desire to reestablish the trust fund as promptly as possible 
and to carry Out my father’s wish to provide for these relatives. 

Three of the remaining four beneficiaries range in age from 71 to 81 years, and 
unless prompt action is taken under Senate bill No. 854 or a similar measure 
they will be totally deprived of their income under my father’s will. 

In behalf of these remaining beneficiaries, I therefore respectfully request 
prompt action by Congress to correct this injustice. 


The CHamman. The next witness? 

Mr. Woop. We have a communication from Mr. Paul O. Peters, 
research consultant, and his letter of transmittal. He is speaking to- 
day in Sioux City, lowa, and begs leave to submit his statistical 
analysis of all of our foreign loans, grants beginning from World 
War I up to June 30, 1955. 

It is rather lengthy. Each country is delineated by total and 
amounts. I believe it would be sufficient if I read the summary of 
totals. 

The Cuatrman. I believe it would be well to read the totals just 
to see the astounding amount of money that has been given out. I 


thought we were really dealing with larger figures here in regard to 
this alien property but it is nothing compared with what he will read 
to you. 

Mr. Woop. The United States loaned and the various countries are 
specified in the subdivisions of the analysis from a ce of 2 years in 


1917 to 1919—and there is now due and owing us by our Allies from 
World War I loans $17,297,991,019.07. From the lend-lease program 
beginning in 1941 through 1945, this country extended to various 
of our allies, other countries a total of $4,220,779,261. 

Since the beginning of the Marshall plan and the various other 
foreign-aid programs up to June 30, 1955, this country has extended 
relief to the various foreign countries, Germany included, a total of 
$51,339,042,000. We have set up credits through the International 
Monetary Fund and through the International Bank, totals of $2,750 
million and $635 million. The grand total of loans, credits and ad- 
vances to foreign nations, allies and this last World War IT and 
World War T is $122,333,415,998.93. 

American private investments abroad aggregate as of this time in 
addition to the foregoing $25,264 million. That does not em- 
brace the cost of our Government installations throughout the 
world. 1 introduce for the record a complete statistical analysis of 
Mr. Peters, the research consultant, and as I stated before, the various 
individual countries are delineated by amounts and dates of the several 
loans, grants-in-aid given to them. 

The Cramman. Any objection to that being made a part of the 
record? Since there is no objection, it will be accepted. 
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Senator Lanerr. I suggest we ought to mail a copy of that to every 
Senator and every Congressman. 

The Cuarrman. At the proper time, I think I will take that and 
digest that and make a little speech on the floor of the Senate. 

{The document referred to 1s as follows:) 


Wasuineton, D. C., ipril 16, 1956. 
Hon. Orn D. Jonnston, 


Chairman, Senate Subcommittee on 
Trading With the Enemy Act, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: There is forwarded herewith copies of the statement con- 
taining my observations on the ethical principles involved with respect to the 
properties of alien individuals and corporations which come within the purview 
of the Trading With the Enemy Act of October 6, 1917, as amended. 

At the time I requested permission to appear as a witness before the sub- 
committee I was under the impression the hearings would be completed during 
the month of March. 

Due to a prior engagement in Sioux City, Iowa, I am unable to be present 
on Friday, April 20. 

Please accept my thanks for giving a disinterested person an opportunity 
to present the statistical materials which make up the major part of my 
statement. 

Respectfully, 
Paut O. Perers. 


STATISTICAL ANALYSIS 


Compiled by Paul O. Peters, Research Consultant, Washington, D. C. 


«4 


American loans to foreign governments, post World War I 
2. Indebtedness of foreign governments to the United States arising from World 
War I loans, including defaults 
Lend-lease and rendered by the United States, World War IT 
Foreign-aid grants and credits from the United States to foreign countries, 
July 1, 1945, to June 30, 1955 
American private investments in foreign countries for the years 1928 and 1954 


AMERICAN LOANS TO FOREIGN GOVERN MENTS, POST WORLD WAR I 


Under the acts of Congress of April 24, 1917, September 24, 1917, April 4, 
1918, and July 9, 1918, the Secretary of the Treasury was authorized to estab- 
lish credits in favor of foreign governments engaged in war with enemies of the 
United States and to the extent of credits so established to make advances to 
such governments through the purchase at par of their respective obligations. 
The total appropriations provided by Congress for loans to foreign governments 
was $10 billion. The Annual Report of the Secretary of the Treasury for the 
fiscal year 1919, summarizes the situation as of June 30, 1919, as follows: 


Country Credits Cash Other Total loaned to 
; established advances | advances June 30, 1919 


DOE igiecancaseatebscewaks : $343, 445, 000 a ; $338, 745, 000 
Cuba. _- ‘ . 10, 000, 000 1, 000, 000 : 10, 090, 000 
Czechoslovakia..............--.--- | 55, 339, 000 52. 699, 000 | ___ 52. 699, 000 
France otek | 3,047, 974,777 | 2, 887, 477, 800 | $110, 000, 000 2, 997. 477, 800 
Great Brise@h..... ........-.0<0 _...-.| 4, 277,000,000 | 4,277,000, 000 |__. | 4, 277.000, 000 
GIR, vctetatineticucsdaaecekcaenhasd 48, 236, 629 |... . : | 48 236, 629 
Raith dk gk dansk swe eeeadae | 1,629,922,872 | 1,610, 922,872 |... | 1,610, 922, 872 
Tn a 5, 009, 000 26, 000 | 26, 000 
Pe ita inn Gcenitncgin 187, 729, 465 187, 729, 465 |... 187, 729, 750 
i pivicindte saat 26, 789, 465 26, 78, 465 | 26. 789, 465 
Rumania 25, 000, 000 25, 000, 000 | 25, 000, 000 
j 


9, 647, 419,493 | 9, 416, 370, 888 158, 236,629 | 9, 574, 608, 517 
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Recorded repayments and balances, June 30, 1919 











Country | Total loaned Repayments , Balances 
| 
IE oi ct nn akaeid incicbtlinks anit ee $338, 745, 000 | #6, 000 $338, 735, 000 
Cuba - ie 2 sel ee - 10, 000, 000 ]---------------- 10, 000, 000 
al a as I i 52, 690, 000 
NS cee a oe Re 2, 997, 477, 000 12, 147, 000 2, 985, 330, 000 
RINT POOUUMNI NI icici estscn dminnseientpeinik nts emegetelen abd aed aeaaenmaae 4, 277, 000, 000 57, 164, 008 4, 219, 835, 992 
ON oo Sao cctiaak hice enn adesa a eileeaeeen ee 48, 236, 629 
eae iicaaenlidieticiaas Sciniatnn dahil E, Wee UE Oe Entcannase oo eseee 1, 610, 922, 872 
Liberia. __- ieeteaea ae WW Eh site. eden 26, 000 
Rumauia-..._.._- iste aia pale cameaiee coat OI ii oo cess tic 25, 000, 000 
Russia____-- ba ae any Nise igh tacinteianc 187, 729, 750 | 187, 729, 750 
UR Scenics wtih ocd <duadede eae SR FUE: OES bi ak, ----| 26, 780, 465 
EI. o.cescscnbecaass ssid csconssoebnebsoannnaciidseeeea nies Gmina 9, 574, 608, 517 69, 321, 00s | 9, 505, 287, 509 
| 














The indebtedness of foreig governments to the United States, June 30, 1954, 
arising from World War I advances 









































| 
; Principal in Interest in oe sts Unmatured Total indebted- 
Country | default default Total in default ineipae ae ness 
Armenia.....| $11, 959, 917. 49 $20, 813, 124.67 | $82, 773, 042. 16 EE ial $32, 773, 042. 16 
Austria 13, 623, 712. 32 44, 058. 93 | 13, 667, 771. 25 $12, 356, 768. 34 26, 024, 539. 59 
Belgium___.- 114, 900, 000. 00 177, 743,077.60 | 292, 643, 077.60 | 285, 780, 000. 00 578, 423, 077. 60 
Czechoslo- 
vakia_..... 51, 181, 108. 90 51, 118, 599. 51 102, 299, 708. 41 | 114, 060, 000. 00 216, 359, 708. 41 
Estonia_____- 3, 674, 112. 87 13, 178, 678.94 | 26, 852, 791. 81 12, 792, 000. 00 39, 644, 791. 81 
DPRNIEE «5.3.28 sccccorecneacimeubieatetaions 345, 097.00 | 345, 097. 00 6, 780, 678. 82 7, 125, 775. 82 
France___. 1, 293, 841, 430. 30 | 1, 513, 442, 964. 36 | 2, 807, 284, 394. 66 | 2, 569, 808, 569. 70 5, 377, 092, 964. 36 
Britain._.... 951, 000, 000.00 | 3,414, 759,301.93 | 4,365, 759, 301.93 | 3, 417,000, 000. 00 7, 782, 759, 301. 93 
Greece_.....- 19, 091, 000. 00 9, 280, 095. 10 | 2s, 371, 095. 10 12, 425, 000. 00 40, 786, 095. 10 
Hungary. .-- 397, 060. 00 1, 429, 709. 53 | 1, 826, 769. 53 1, 511, 500. 00 3, 338, 269. 53 
Italy_.......| 411, 900,000. 00 | 112, 076, 159. 34 523, 976, 159. 34 | 1, 593, 000, 000. 00 2, 116, 976, 159. 34 
Lativa whe 1, 509, 264. 20 5, 388, 477. 84 | 6, 897, 742. 04 5, 370, 200. 00 12, 267, 942. 04 
Lithuania___ 1, 335, 680.00 | 4, 806, 565. 03 | 6, 142, 245. 03 4, 862, 002. 00 11, 004, 247. 03 
Poland _____- 43, 312,000. 00 | 164, 931, 404. 20 208, 243, 404. 20 162, 745, 000. 00 370, 988, 404. 20 
Rumania__--!} 20, 310, 560. 43 | 27, 372, 734. 44 | 47, 683, 294. 87 43, 550, 000. 00 91, 233, 294. 87 
Russia ichao 192, 601, 297. 37 342, 371, 797. 63 | oe OU ee eee 534, 973, 095. 00 
Yugoslavia. _| 13, 153, 000. 00 | 4, 575, 631. 28 | 17, 728, 631. 28 48, 472, 000. 00 66, 200, 631. 28 
Total__| 3, 143, 790,043.88 | 5, 863, 677, 256.33 | 9,007, 467, 300. 21 | 8, 290, 513, 718.86 | 17, 297, 981,019. 07 





Source: Annual report, Secretary of the Treasury, 1954. 
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Lend-lease aid rendered by the United States, World War Il, by major countries 
and country groups, Mar. 11, 1941, through June 30, 1945 


Total expenditure 


Country or group: by country 
British Commonwealth, including Canada _— $20, 280, 154, 735 
China__-— : 2 eeeceaneceae es 33S, 287, 842 
France —- emai sil ' . . s 645, 459, 505 
Russia___- . . 10, O74, 691, 047 
Belgium. ee aa ts 31, 585, OOS 
Czechoslovakia anal uni ‘ 16, 75S 
Egypt aickcoenn ; a 10, 621 
es sith tai eta a », OS1, 371 
Greece sda lt ii ee : 72, S54, 831 
Iceland —_ . 3. 786, 437 
ee ial iccihiln cams 19, TSO 
cannes hadiniacinclal ; sient 4,144 
Liberia._..... tae = ia sd 1,081, 104 


Netherlands —- 
Norway -.--. 


scschiailakssiesinccbaiililanaiblaitadatiliai 146, 633, 122 


ideas re ol, 244, 707 


IO scien occa : a 15, 9S2, 251 
ae, |” ees ee 11, 046, 553 
I scat, Sitaahcaicibenbtiantese scp geal ae 21, 154, 577 
Yugoslavia _.___- Dae Oe 2 ae rs i. LS, 369, 421 
Unassigned areas Sa : _ - 56, 9S2, 542 
American Republics (16) __---- joie j 346, 356, 443 
Production facilities, special projects, and administrative 

ici tic Sccnniedee it Mech tistics idivcieaennsenieienas rae * 869, 018, 422 


\ * 42, 020, 779, 261 


1 Production facilities in the United States provided with lend-lease funds accounted 
for $634,209,771. Special projects, servicing of foreign vessels, ocean freight and admin 
istrative expenses cost $234,808,651, making a total of $869,018,422. 

2In addition to lend-lease aid furnished during the period to June 30, 1945, the United 
States expended $2,413,193,669 for installations owned or controlled in foreign countries 
or their dependencies. In all there were 3,013 of these installations, all but 66 of whic! 
were military in character. As examples of the nonmilitary expenditures are such items 
as expenditure of $104,101 in India for production of mica and an additional $4,141 for 
extraction of beryllium ores. 


Total lend-lease to June 36, 1954 








342 RETURN OF CONFISCATED PROPERTY 


PosTWAR FOREIGN AID 


Net grants and credits from the United States to foreign countries and areas 


[Postwar period: July 1, 1945, to June 30, 1955, excluding payments to capital of International Bank ($635 
million) and International Monetary Fund ($2,750 million), which were both meas res to promote 
foreign economic recovery following World War II. Compilation ineludes interim aid under United 


Nations Relief and Reh 
Administration, and International Cooperation Administration] 

















‘ ; | 
Net credits | 





ibilitation Administration, GARIOA, Marshall plan (ECA), Mutual Security 


Country or area Net grants Total 
Western Europe: 
IN a ge cee ead $1, 003, 000, 000 $8, 000, 000 $1, 011,000, 000 
Belgium-Luxembourg.....--.-.-------------- 579, 000, 000 151, 000, 000 | 730, 000, 000 
pe ea ee 2, 658, 000, 000 4, 294, 000, 000 6, 962, 000, 000 
a ae 233, 000, 000 49, 000, 000 282, 000, 000 
SUIT 516i irks ietnisinccanch wcie eed ose eigenen aaa 3, 000, 000 77, 000, 000 80, 000, 000 
to Seal 8, 561, 000, 000 1, 842, 000, 000 5, 403, 900, 000 
Germany ( Federal ORIG) occnnctrsdaiinwiens 2, 676, 000, 000 1, 192, 000, 000 3, 868, 000, 000 
ee 28, 000, 000 6, 000, 000 34, 000, 000 
UN MIAOAY. 8. coc aan ckinvmeucaneeairdond 17, 000, 000 128, 000, 000 145, 000, 000 
Beary. Semaine TING... coos cncuseacecececes 2, 466, 000, 000 277, 000, 000 2, 743, 000, 000 
Netherlands ic: chet cttatde aarp acate nannies 791, 000, 000 268, 000, 000 1, 058, 800, 000 
a a 207, 000, 000 102, 000, 000 309, 000, 000 
EN i a a sil es cesiearnn ap em aa 15, 000, 000 50, 000, 000 65, 000, 000 
EE cnicupushatubiasconaddcemened = 35, 000, 000 56, 000, 000 91, 000, 000 
SE on toss os cmmndii eed sae dda 87, 000, 000 21, 000, 000 108, 000, 000 
| RES eae Rend eet Mere ae 666, 000, 000 53, 000, 000 719, 000, 000 
Unspecified aid in Western E IONE ccscnnceee 681, 000, 000 101, 000, 000 782, 000, 000 
Fastern Europe: 
RI chins iin caesiasssicslncnstel iad neeadananiadaien 186, 000, 000 5, 000, 000 191, 000, 000 
ee oe oe ee eel IED Rivas ccecuhisiheiecnminlan 17, 000, 000 
Pok and ia oth eh lien endabigdtat ieieiet tated 365, 000, 000 63, 000, 000 428, 000, 000 
oF TRE a TT 204, 000, 000 222, 000, 090 426, 000, 000 
Oiher Eastern Europe..........-..- _ 26, 000, 000 13, 000, 000 39, 000, 000 
Near East- Africa: 
RN cu neaks anon cnieenens kaamadeenanabene 22, 000, 000 4, 000, 000 26, 000, 000 
Recent i OMA 5. - «ic ikces ck sins | saeco 40, 000, 000 40, 000, 000 
RIND 2s. cisigbaskaesudcensaaienedeniision 1, 200, 009, 000 75, 000, 000 1, 275, 000, 000 
BRU... «.<c:sdces Nekitns adhe nmmeaeetaden alae aboe bade 141, 000, 000 55, 000, 000 196, 000, 000 
I i i hl dh eigen gps chips Reimann ceeding aoa hae eeein 142, 000 142, 000 
a ne gts se Leste dhe itp llliumaber tan 231, 000, 000 128, 000, 000 359, 000, 000 
ND «saint ad citige wait gaceeaasmaiet mene che Fi EE, Bivcitancuimesandath 21, 000, 000 
ITI: Sasi Ss apie coin anata Ria 6, 000, 000 18, 000, 000 24, 000, 000 
TO a te ee eee 219, 000, 000 93, 000, 000 312, 000, 000 
UOT OUte ATIUOR. «oc occa ccncesicuccness —92, 000, 000 104, 000, 000 12, 000, 000 
SOE MONG Ls. cicncencuaccseanbudaucchina 176, 000, 000 — 6, 000, 000 170, 000, 000 
South Asia: 
BIOMED «icon ccc ciwen cin nddiieeinaaew ide 3, 000, 000 24, 000, 000 27, 000, 000 
ER Sc nS oo ee 2) sae ee 101, 000, 000 227, 000, 000 328, 000, 000 
Pakistan__- sciatica inane end ecpnedlatetp tei nai 118, 900, 000 15, 000, 000 133, 000, 000 
WOM oni nite wadekb chee wis ccamaeds avadede 20, 000, 000 2, 000, 000 22, 000, 000 
a a. ee ae ye 303, 000, 000 |... .--- i 33, 000, 000 
a isles chatty tint haskell atweatacaia 104, 099, 000 137, 000, 000 241, 009, 000 
OCI orgs ee oa ee 25, 090, 000 1, 000, 000 | 26. 000, 000 
Unspecited south RRs oo ouvks ae Re Se Nici cksn cocemanecun 17, 000, 000 
Asia and Pacific: 
Australia__- eens cues —9, 000, 900 12, 090, 000 3, 000, 000 
China (Formos: a) _- cei 1, 074, 090, 000 | 106, 000, 000 1, 180, 090, 000 
Pini ncs haddeicnndamccweskabncanene enon 2, 410, 090, 000 60, 099, 000 2, 470, 099, 000 
Korea_- ionamiies: 1, 158, 099, 000 21, 000, 000 1, 179, 090, 000 
New Ze: SAAR en cat nee ene ee 2, 000, 000 3, 000, 000 5, 000, 000 
Philippines. _____----- Sicwninceeba edema 743, 000, 000 77, 000, 000 820, 000, 000 
CEE eR NO 8g accsnccnckaeeeunccuekee EEE Vist enn dewkncan teas 24, 000, 000 
Canada_.- wisiiak aaa ym gah poles aad eae a ace 6, 090, 000 6, 000, 000 
American Republics. Sideuaeee 256, 000, 000 752, 000, 000 1, 008, 000, 000 
International organizations -_-_.............__-- 907, 000, 000 60, 090, 000 967, 000, 000 
RNS: 3 oot fs ieee Sa icameabeeeete 25, 684,000,000 | 10, 992, 142, 000 36, 676, 142, 000 
PRINS ORAS: oc cence cauneatead Secsisoeer ees 14, 653, 000, 000 Sasiwe Amen ae sees 14, 663, 000, 000 
Ghrand tole; Granite GG CRONIN 5 isis cick Bie eet snd obeeneunactuceens 51, 339, 142, 000 











EXPLANATORY NOTES 


Foreign aid in the postwar period to June 30, 1955, including military grants of $14,663 million were dis- 
tributed in general areas as follows: 


) Western Europe (excluding Greece and Turkey) -_-_-..-..--..--..---------- bie east $33, 409, 000, 000 
re I OO ing a a ar ene tk igo eet cian np eae ae ae IN 1, 101, 000, 000 
(3) Near East (including Greece and Turkey) ..........-.--..-.....-...-........... 4, 316, 000, 000 
(4) South Asia, other Asia and Pacific......_.___- Beak Achebe Stee ee ae 10, 153, 000, 000 
(5S) ANP NOIRE TROUING So 5 cosine kcscccccces ee a 1, 233, 000, 000 
TIED Sata ok. wack be occa etal oe meet as anata oS a neha aca elon ck oR Co 6, 000, 000 
(7) International organizations and unspecified areas_._._.......-.....-------------- 1, 118, 000, 000 
(8) Adjustment due to rounding to thousands- .-_..............-.......--.-----.-.-- 3, 142, 000 

TTR RI ai i a aes res ds as Reena 51, 339, 142, 000 


Source: Foreign Grants and Credits by the United States Government, a report prepared in the Office 
of Business Economics of the Department of Commerce for the use of Congress and Government agencies. 
Issued October 1955. 
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{merican private investments in selected foreign countrics, calendar years 
1928 and 1954 ona net basis 





( try Invest me 728 Inve ent, 194 

England S484, 3M, OK $1. 244, GOO, Ox 
‘ 144, 009, 00 2 OOD, Om 
Germany 216, 414. Gob Js) (ee) Oe 
Italy 113. 214, ON 148. OOO. (xx 
Belgiun 4, 246, 008 LA, O00, Ox 
Netherlands 43. 244, OO 154. OOO. Om 
Brazil 183, 608, G00 1. OR? OOO. Oe 
Argentina $31, 819, OOO 444, 000), Oe 
Uruguay JT. ¥ 4. OOO 1 uy ux 
Bolivia 41. 619. OK 1) OM Ow 
Chile 422. 5a, OOO a9 Of}. On 
Peru 123, 742, GOO 242, 000), Ui 
Venezuela 232 ws, (An i MA) (KM 
Ecuador 11. 777, (1 & ew). One 
Colombia 123. O44 23), OOO, (ex 
Potal 2 485. TS). O04 6. 438. OOO. Ox 
Other direct 4 G91. 94. Ue 11. 286, OOO. OOK 
Potal 7, 477. 735, 000 17. 824. OOO. Our 

Plus foreign dollar bonds 2 100. OO 
Plus securities payable in local moneys 2 O48, 000. Onx 
Plus short-term loans 4. 000. OO 
Other evidences of debt 400. O00. OOK 
Total private investment abroad 25. 204, 000, OO 

Source: Files of the Office of Business Economics, U. 8. Department of Commerce 


Summary 


Indebtedness of foreign governments to the United States 


arising from World War I loans $17, 207, 981, O19. OF 
Unmatured principal arising from World War I loans S, 200, 513, TLS. S86 
Lend-lease aid rendered by United States, World War II $2, 020, T79, 261. VO 
Foreign-aid grants and credits rendered by the United 
States to foreign countries (July 1, 1945—June 30, 1955)--. 91, 589, 142, 000. 00 
United States advances to International Monetary Fund 8 T50, G00, O00, 00 
United States advances to International Bank 635, 000, G00, 00 
Total 132, 333, 415, 99S. 93 
American private investments in foreign countries 25, 264, G00, 000, OO 


STATEMENT OF Paut O. Perers, RESEARCH CONSULTANT 


Mr. Chairman and members of the subcommittee, my name is Paul ©. Peters 
I am a research consultant and statistician. I am not an attorney, nor do I 
represent any German, Italian, or Japanese interests seeking the return of prop 
erties or patents that were seized during World War II under the Trading With 
the Enemy Act. Neither do I represent any American concerns or individuals 
who seek to benefit either directly or indirectly, by retaining at a small or nm 
consideration any of the patents, formulas, or properties which our Government 
appropriated due to the late war. I am a member of several organizations 
interested in preserving our constitutional freedoms, and for many years have 
been a member of the Izaak Walton League of America and the Outdoor Writers 
Association, both of which are dedicated to the conservation of our natural 
resources. To such extents are my interests. 

Through the years, I have made exhaustive studies of our foreign economic 
affairs and have gathered some interesting and arresting statistics. In weigh 
ing present relative rights and future potentials in the light of the histories of 
our conduct from the founding of the Republic, during and after World War I, 
and prior to and after World War II, as highlighted by our extensive foreign-aid 
programs since the close of World War II, it appears that our country is try 
to go in several directions at one and the same time. 
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The first treaty the United States entered into even before the adoption of the 
Constitution (the Jay Treaty of 1783) preserved the sanctity of privately owned 
property from the erosion and ravages involved in confiscation. Governmental} 
obligations imposed upon an entire nation are quite separable and distinguish- 
able from the laying of governmental hands upon the private property of a few 
as the obligation of a whole nation of people. The Jay Treaty of 1783 and the 
subsequent treaty of 1794 both protected the titles in lands held by British sub- 
jects, from forfeiture by reason of alienage, and both treaties held that corpora- 
tions were entitled to the same rights as natural persons (4 Wheat. 455 and 
8 Wheat. 464). 

In the years since the treaties negotiated by Mr. Jay became effective nearly 
every civilized nation in the world has recognized the inviolability of privately 
owned properties in the international relations. In fact, our infant nation paid 
the British $3 million in indemnities for seizures of privately owned properties 
of British subjects by the colonial governments during the revolution. 

Confiscation, Mr. Chairman, while it may be the communistic or Russian way 
of doing business, is not, has never been, and should not now be adopted as part 
of our American system of dealing with the properties of alien subjects of govern- 
ments that may be our enemies at one time and friends and allies at another. 
To seek to profit by a departure from the basic principles of international law 
forbodes many evil consequences in the tomorrows of international diplomacy. 
We must ever remember that it was foreign capital and foreign confidence in the 
integrity of American capitalism and the American Government that helped to 
build up the United States from an agrarian economy to a giant in industrial 
production such as the world had never before envisioned. 

In order to maintain a free way of life as the world progresses in science, 
technology, and all other phases of development, the United States in 1917 vio- 
lated the admonitions of Washington and Jefferson and plunged into the strifes 
and intrigues of world politics. Whether for good or bad, thinking men now 
agree there can be no turning back at this stage in the world’s history. 

We are inextricably involved. We have woven a web of entanglements which, 
coupled with technical advances, improved transportation, and worldwide trade, 
permits no retreat to isolation. 

What have we invested in freedom as Americans? What have we at stake in 
the world today? If we are to maintain our free way of life, we must maintain 
the principles which have made us the most envied nation on earth. Now, aside 
from principle and strictly from a materialistic point of view, what we as Ameri- 
eans have done for the other countries in the world should be put in proper 
perspective. Let us look at the record. 

After World War I, the American people, acting through their Government, 
opened their hearts and pocketbooks to help not only our friends but some of our 
former enemies as well to get back to a position of self-sufficiency and self-respect. 
The table following shows the loans made against credits established in the 
United States Treasury of over $914 billion. 


AMERICAN LOANS TO FOREIGN GOVERN MENTS, POST-WORLD-WAR I 


Authorized under the acts of Congress of April 24, 1917, September 24, 1917, 
April 4, 1918, and July 9, 1918, the Secretary of the Treasury was directed to 
establish credits in favor of foreign governments engaged in war with enemies 
of the United States and, to the extent of credits so established, to make advances 
to such governments through the purchase at part of their respective obligations. 
The total appropriations provided by Congress for loans to foreign governments 
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was $10 billion The Annual Report of the Secretary of the Treasury for the 
Fiscal Year 1919 summarizes the situation as of June 30, 1919, as follows: 


( reciits ( } «ye? 


Vaan established ad vances ad vances June 30, 1919 

Belgium $343, 445, 000 S338, 745, OK $338 745. 000 
Cuba 10, 000, 004 ] m0, CON 10, O80, OOD 
Czechoslovakia 5S. 339, OOK 52 609. (ne 2 6@). 000 
France 8, 047, 974, 777 2, 887, 477, BOF $119, 000, 000 2, 097, 477, BOO 
Great Britain 4. 277, OOO, OOF 4, 277, 000, G00 4 2777 000. OOO 
Greece 48, 236, 620 48, 236, 629 48, 234, 629 
Italy 1, 620, 922, S72 1, 610, 922, S72 1, 610, 922, ST2 
Liberia 5 000 000 i, 000 OOO 
Russia 187, 729, 465 187, 720, 465 187, 720, 750 
Serbia 26. 78). 465 MH. TRO. 465 2h, 78), 465 
Rumania 25, 000, 000 25, 000, OOK 25. G00. GOD 

Total ; 9, 647, 419, 493 9, 416, 370, 888 158, 236, 620 0, 574, G08, 517 


Note.—Of the total loaned, the Secretary of the Treasury reported repayments as of 
June 30, 1919, as follows: 

0 ea ee _— pte tate a - $10, 000 

France ade eed > - . 12, 147. 000 

Groene: Brithit .nn.s«csn=< 57. 164, 000 


Sg Se eee ‘ 69, 321, 008 
The outstanding balances thus became a grand total of $9,505,287,509. 


As a result of our involvement in World War I, and the subsequent opening 
of our hearts and pocketbooks the indebtedness which stood at slightly over 
$91, billion in 1919, now stands at more than $17 billion due to defaults in bx 
principal and interest on the part of nearly every country except Finland that 
we so eagerly helped. The table following shows the principal and interest 
default, the unmatured principal of loans arising from World War IL, and t 
total due the United States Treasury as of June 30, 1954. 


Indebtedness of foreign governments to the United States arising from 
World War I, June 30, 1954 


Principal and 





Country interest in Us _ red p Ota: Gene 
default —— — 
Armenia. _.-- aa $32, 773, 042. 16 $32, 773, 042. 16 
Austria... bi 13, 667, 771. 25 $12, 356, 768. 34 26, 024, 539. 50 
Belgium 292, 643, 077. 60 285, 780, 000. 00 78, 423, 077. 60 
Czechoslovakia ae : 102, 290, 708. 41 114, 060, 000. 00 16. 3590. TOS. 41 
Fstoni = ans 26, 852, 701. 81 12. 792, 000. 00 29. 644. 791. &1 
Finland S 345, 097. 00 6, TSO, 678. 82 7 198 " a? 
Grreece_.... rns . 2&8, 371, O95. 10 12, 425, 000. 00 40. 786, 085. 10 
Hungary mee 1, 826, 769. 53 1, 511, 500. Of 3. 338. 200.53 
Latvis........ eaten : ae ; 6, 897, 742. 04 5, 370, 200. Of 12, 267, 942. 04 
Lithuania -” ‘ 6, 142, 245. 03 4, 862, 002. 00 11. 004, 247.03 
Poland ma ae ee ce 208, 243, 404. 20 162, 745, 000. 00 370, GRR, 404. 20 
Rumania___- poe a a 47, 683, 204. 87 43, 550, 000. 00 91, 233, 204. 87 
Russia : fo a ; 534, 973, 095. 00 534. 973. 095. 00 
Yugoslavia a eat . Mares 17, 728, 631. 28 48, 472, 000. 00 66, 200, 631. 28 
France_....-- Bore ctr aan _...| 2, 807, 284, 394.66 2, 569, 808, 569. 70 5, 377, 002, 964. 36 
Britain . — ; a 4, 365, 759, 301.93 | 3, 417, 000, 000. 00 7. 782. 759, 301 93 
Italy nee tmi aia : ‘ ‘i vinnie 1, 593, 000, 000. 00 523, 976, 159. 34 2. 116, 976, 159. 34 
ONES ci nkiinoe es Ee a eres 9, 007, 467, 300. 21 | 8, 290, 513,718.86 17, 297, 981, 019 


Source: Annual report, Secretary of the Treasury, fiscal year 1954. 


Prior to getting involved in World War II, the Congress authorized limited aid 
to certain belligerents under the so-called Lend-Lease Authorization Act of 
March 11, 1941, which later was amended to the greatest giveaway proposition in 
the world’s history. 

The table which follows shows the net expenditures for lend-lease aid as of 
June 30, 1945, amounting to $42,020,779,261. 
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Lend-lease aid rendered by the United States, World War II, by major countries 
and country groups, Mar. 11, 1941, through June 30, 1945 
‘ Total erpenditures 
County or group: to June 30, 1945 

$29, 280, 184, 735 

338, 287, 842 

645, 459, 595 

10, O74, 691, 047 

31, 585, 058 

16, 758 

Egypt 10, 621 

Ethiopia 5, 081, 371 

Greece ___ __ 72, 854, 831 

Iceland 786, 437 

a 19, 780 

Irae __- ‘ 4, 144 

Liberia : 981, 104 

Netherlands __ ‘ 633, 122 

Norway 244, 707 

Poland 15, 982, 251 

Saudi Arabia 11, 046, 553 

NO 5a ce vs 21, 154, 577 

Yugoslavia 18, 369, 421 

ORIN TN ii aa a a 56, 982, 452 

American Republics (16) 346, 356, 443 
Production facilities, special projects, and administrative 

expense 1 869, 018, 422 


Total lend-lease to June 30, 1945 2 42, 020, 779, 261 


1 Production facilities in the United States provided with lend-lease funds accounted for 
$634,209,771. Special projects, servicing of foreign vessels, ocean freight, and adminis- 
trative expenses cost $234,808,651, making a total of $869,018,422. 

2 In addition to lend-lease aid furnished during the period to June 30, 1945, the United 
States expended $2,413,193,669 for installations owned or controlled in foreign countries 
or their dependencies. In all, there were 3,013 of these installations, all but 66 of which 
were military in character. As examples of the nonmilitary expenditures are such items 
as expenditure of $104,101 in India for production of mica and an additional $4,141 for 
extraction of beryllium ores. 


Since the close of World War II, up to and including June 30, 1955, in order to 
help other countries as well as ourselves in maintaining our free way of life, 
we have extended in grants and credits to other nations and areas a total of 
over $51 billion as shown by the table which follows: 
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Vet grants and credits from the United States to 
ily 1, 1945, to June 30, 19 xcluding pa 
1 International Monetary Fund ($2,75) 1 nl t 
T 7 ram ‘ wine World War II Compilatio 
R nd Nefabilitatio Administration, GARIOA, M 
A tion, and Int stional Cooperation Administration 
( intr r area N 
\\ ern Europe 
Aust 1 Ss]. Oop. OOF 
Bel m-Luxemboure 570. 000. 000 
United Kingd 2 658. 000. 00K 
Denmark 233. OK uu 
Finland we) ON 
France 7 541.000. 000 
Germany (Federal Republic 2, 676, 000, 000 
Iceland 2 ye) On) 
Ireland (Fire 17. 000. O08 
Italv, including Triesté 2. 448, 000, 000 
Netherlands 701, 000, 000 
Norway 207, 000, 000 
Portugal 15, 000, 00K 
Spain 35, 000. 000 
sweden 87, G00, 000 
Yugosl 4 666, 000, O00 
Unspecified aid in Western Europe 681, 000, 000 
Eastern Europe 
Czechoslovakia 186, 000, 000 
Eastern Germany 17. Oo. O00 
Poland ; +65. 000. 000 
U. 8. S. R. (Russia) : 204, 000, 000 
Other Eastern Eur rp 26, 000. OOK 
Near East-Africa 
Egypt 22. 000, 000 
thodesia and N yassaland 
(rreece 1, 200, 000, 000 
Tran 141, 000, 00 
Iraq 
Israel 231, 000, 000 
Jordan 21, 000, 000 
Liberia 6, 000, 00K 
Turkey 000, 000 
Union of South Africa 2 000, 000 
Unspecified areas . 000, 000 
South Asia 
Afghanistan 3.000. 000 
Indis 101, 000, 000 
Pakistan 118, 000, 000 
Burma 20. 000. 000 
Indochina 393, 000, 000 
Indonesia 104, 000, O08 
Thailand 25, 000, 090 
Unspecified South Asia 17, 000, 000 
Asia and Pacific 
Australia —9, 000, 000 
China (Formosa 1, 074, 000, 000 
Japan 2 410. 000. OO 
Korea 1, 158, 000, 000 
New Zealand 2. 000. 000 
Philippines 743. 000. 000 
Other Asia-Pacific 24. 000, O00 
Canada 
American Republics 256, 000, 000 
International organizations 007, 000, 000 
Total 25, 684, 000, 000 
Military grants 14, 663, 000. 00K 
Grand total ints credits 


EXPLANATORY NOT 


Foreign aid in the postwar period to June 30, 1955, including 
tributed in general areas as follows 
(1) Western Europe (excluding Greece and Turkey 
(2) Eastern Europe 
Near East (including Greece and Turkey 
South Asia, other Asia and Pacific 
(5) American Republics 
(6) Canada 
7) International organizations and unspecified areas 


(8) Adjustment due to rounding to thousands- 
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Distributive total_ 
Source: 


Issued October 1955. 
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Foreign Grants and Credits by the United States Government, 
of Business Economics of the Department of Commerce for the use of C 
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In order to express our determination to maintain the principles of the 
American way of life in the occupied zones of Germany, when the Russians 
blockaded the entrances to the American, British, and French Zones of Berlin, 
we started the Berlin airlift. From June 26, 1948, through September 30, 1949, 
American planes with American pilots flew more than 2% million tons of food, 
fuel, medical supplies, and other necessities into the beleaguered city of Berlin. 
I venture to say that the probable total cost of the Berlin airlift in addition to 
the 39 American lives that were sacrificed for principle would exceed the value 
of all seized German and Japanese properties of private persons or corporations 
in the United States. 

In round numbers, the records indicate that the book value of external assets 
of Germany and Japan in the United States amounts to half a billion dollars. 
There were about 34,000 individuals involved in the seizures, of whom approxi- 
mately 24,000 were Germans. Germany had a population of 67 million and 
Japan proper a population of nearly 81 million. Both nations were short of land 
resources and faced with a growing population. Consequently German and 
Japanese savings were invested with confidence in the United States, mainly 
because ours was an expanding economy with opportunities for adequate financial 
gains from even small investments. 

As of June 30, 1955, our Government had advanced $3,868 million in grants 
and credits to Germany in the postwar period. Under the London debt settlement 
agreement of February 27, 1953, claims against the German Government for aid 
furnished under GARIOA and ECA in the amount of $3,013,974,677, exclusive 
of surplus property obligations, were reduced to a half billion dollars with 
payments extended over a 35-year period with interest at 244 percent. This, in 
effect, means that since the end of World War II we have made a gift to the 
60 million people in Western Germany of more than $2 billion. When the cost 
of the Berlin airlift is added it makes but little sense to me that we should 
continue to add billions of dollars to our national debt for these foreign-aid 
programs, which are essentially to build up goodwill and understanding in the 
countries we hope to have as friends and allies in the future, and yet to alienate 
the affections of thousands of German and Japanese nationals by only allowing 
refunds to private owners for seized property in the amount of $10,000. I think 
there is more in this picture than at first inspection meets the eye. There is 
something yet to be explained. If we as a nation are about to depart from our 
ancient and time-honored principles of fair dealing with respect to the private 
property of aliens located in the United States, why not go “whole hog’? One 
thing is certain, there is and should be no middle ground. We either cling to the 
principle involved or by departure from principle, make future investors in our 
country suspect of the developments which the future may bring. This, Mr. 
Chairman, I think we as a people can ill afford to do. 

To look at the picture from a strictly materialistic point of view, let us review 
what we as Americans have invested abroad. The statistics I now offer were 
compiled from the reports and files of the Office of Business Economics in the 
Department of Commerce, and I have attempted to show the situation with 
respect to American private investments in selected foreign countries as of 
1928 and 1954. 

This compilation, which should serve as a challenge to those who would seek 
by petty selfishness, the exploitation of foreign investors who had faith and con- 
fidence in our Government and its principles, that they are seriously jeopardizing 
all American investments abroad in case of another worldwide conflict. 

The table follows: 
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imerican private investments in selected foreign countries, calendar years 
1928 and 1954 on a net basis 
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Mr. Chairman, being well past the three score and ten years mentioned in the 
Bible, I know something of the greed of those who after World War I profited 
by seizures and sales of alien property. I trust that in the days that lie ahead, 
the Congress will not be influenced in consideration of the proposed amendments 
to the Trading With the Enemy Act by either the platitudes or distortions of 
those who have person interests at stake. 

[In this statement I have tried to present the facts as I have found them by care- 
fully scanning the records of what happened in past years since the hectic days of 
World War I. I cannot forget the days when the Mexican Government of Gen- 
eral Carranza announced the expropriation of American and Dutch oil properties 
in the Mexican Republic. I well remember the difficulties we had in Nicaragua, 
and I could mention other places where attempts were made to seize the prop- 
erties of American citizens in foreign countries, or impose punitive or uncon- 
scionable taxes upon the owners to prevent operation in a free economy. 

If we consider the present American investments of over $25 billion in foreign 
ands, the need for clinging to the basic American principle of nonconfiscation of 
private property of aliens even in time of war becomes apparent, 


Senator Jonunsron. Call the next witness. 
Mr. Woop. Howard A. Rosenberg, attorney from New York. 


STATEMENT OF HOWARD A. ROSENBERG, NEW YORK 


Mr. Rosensere. I have a prepared statement, and I will waive my 
oral testimony if I can get the written prepared statement in the 
record. e 

Mr. Woop. Wonderful. Thank you, sir. That is a measure of expe- 
dition that the chairman will appreciate, I am sure. 

Senator Jounston. We have many witnesses and that expedites it. 

(The document referred to is as follows :) 
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NEW York, April 27, 1950. 
HAkLAN Woop, Esq., 
Judiciary Subcommittee on Trading With the Enemy Act, Senate, 
Washington, D.C. 
Dear Mr. Woon: Thank you for your courtesy at the time of the public hearings 
on the 20th. 


I submit herewith a more complete statement of the objections of my clients 
to S. 2227, which | trust can be incorporated into the record, in addition to the 
brief statement now in the record. 

Very truly yours, 


Howarkp A. RoseNBERG. 


STATEMENT OF OBJECTIONS OF ERCONA CAMERA CorpP., A NEW YORK CORPORATION, 
rO THE ENACTMENT INTO LAW OF SENATE BILL 2227, TO AMEND THE TRADING 
WITH THE ENEMY ACT 


Ercona Camera Corp. is an American Corporation, with all of its stockholders, 
officers, and directors being American citizens. This corporation is engaged in 
the business of importing into the United States and selling cameras, lenses, 
and other photographic and scientific equipment and apparatus from abroad, 
including East Germany. They have sold millions of dollars of such goods and, 
directly and indirectly, spent hundreds of thousands of dollars in advertising 
such goods. As one of their prime suppliers has been Carl Zeiss, of Jena, Ger- 
many, and as this Company would also be injured by this proposed legislation, 
this statement is being submitted in their behalf as well. 

The instant proposed legislation would cause irreparable harm and damage 
to Ercona Camera Corp., as well as to Carl Zeiss, as it deals with the proposed 
return of trademarks, including many belonging to Carl Zeiss, and this legisla- 
tion would result in Carl Zeiss being deprived of its marks, and thus cause great 
damage to both Zeiss and Ercona. 

The particular section of the proposed legislation to which these objections 
are directed is that to amend section 40 of the Trading With the Enemy Act, as 
amended. 

The particular objections are— 

1. It is discriminatory legislation in that, among other things, it attempts 
to deal differently with respect to the rights of foreign nationals on the basis 
of the amount of money involved: If the property seized by the Alien Property 
Custodian was taken from a natural person and does not have a value in excess of 
$10,000, then it shall be returned to such person, or if the value is greater 
than $10,000 and can be divided into a portion having a value of $10,000 then 
such portion shall be returned to such person. 

This flagrantly discriminates against property previously owned by a foreign 
corporation, in favor of a natural person, and in favor of such natural persons 
whose property was less than $10,000. There would appear to be no legal basis 
for any such discrimination. Under our Constitution all persons, natural or 
corporate, of high or low estate, are entitled to the same protection under the 
law, without regard to the sums of money involved. 

2. The proposed amendment gives to the Attorney General the sole right to 
determine whether any vested property comes within the purview of the section, 
and by indirection at least, gives him the sole right to determine whether any 
particular property has been vested in the Alien Property Custodian. As the 
Attorney General now is the Alien Property Custodian, this proposed legislation, 
in effect, sets up the Attorney General as the sole judge and arbiter as to whether 
the Attorney General in his alter ego of Alien Property Custodian has claimed 
to have seized and vested. 

This is clearly contrary to our laws, which are baSed primarily on a system 
of checks and balances, with one arm of Government having jurisdiction to 
determine whether other branches have acted legally and properly. This pro- 
posed amendment would run directly contrary to this system and set up the 
Attorney General as the judge as to the rights and duties of the Alien Property 
Custodian, when, in fact and in law, the Attorney General is the Alien Property 
Custodian, and he would thus be judging himself. 

3 Subdivision (b) of section 40, in the proposed legislation, deals with the 
return of trademarks, trade names, and ancillary rights. It provides that trade- 
marks, trade names, and other like rights shall have no value for the purposes of 
subsections (a) and (d) and subdivision (2) of subsection (m) of the section. 
This is clearly arbitrary and discriminatory in nature and by its terms. There 
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is no precedent or right to say that property of one sort or nature shall be treated 
in one manner if its value is less than $10,000, in another is more than $10,000, 
and then to arbitrarily state that trademarks and trade names have no value 
whatsoever and treat such property and rights in still another fashion 

Trademarks and trade names have, in many instances, tremendous monetary 
value: in other cases little or no dollar value; and the interests arising out of 
contracts entered into with respect to trademarks or trade names specified in 
this section likewise may have tremendous monetary value. 

To state categorically that in all cases trademarks and trade names and con 
tractual rights arising therefrom have no value, is clearly arbitrary, capricious, 
and discriminatory. 

The proposed amendment goes on to state that “corpora tions, partnerships, 
associations, and other unincorporated bodies, or their successors in interest” 
may have their trademarks, trade names, etc., returned to them under specified 
conditions, which conditions will be dealt with hereinbelow 

At this point it is sufficient to call attention to the further discrimination pro 
posed ; subdivision (a) proposes to return to a natural person vested property of 
less than $10,000, which presumably includes the return of trademarks, trade 
names, ete.; subdivision (b) in theory provides for the return of such property 
to corporations and others than natural persons, yet it, by its terms, provides 
that in such cases the trademarks, etc., shall be deemed to have no value, that 
is, to come within the “less than $10,000" limitation of subdivision (a). Thus, 
by this subdivision, a trademark, ete., is returnable to a corporation, no matter 
what its real value, which in many instances may be in the millions of dollars, 
whereas in subdivision (a) such a valuable trademark is returnable to a natural 
person only to the extent of $10,000, and then only if the asset is divisible into 
a portion of a value of $10,000, and it is not conceivable that any trademark or 
trade name is so divisible; so that, to all intents and purposes, the proposed 
amendment, by its very terms, discriminates against a natural person and in 
favor of corporations, partnerships, and other entities of this character. 

This is discrimination in favor of big business, and foreign big business at 
that, and against the interests of American citizens, and this Congress should 
not be # party to any such legislation. 

The conditions under which such property is returnable to big business, as a 
eareful reading of the proposed amendments discloses, seems to be tailored to 
fit only one foreign or enemy trademark or series of trademarks and to be 
slanted in favor of one corporation in Germany, to wit: the Zeiss trademarks 
and the company which has been set up in Western Germany and which has been 
attempting to seize the trademarks and other property of the legitimate and sole 
owners of the same, the original Zeiss factories, which were and still are located 
in Jena and Dresden, East Germany. 

We make this allegation on the following grounds: The language of this 
subdivision (b) provides that a trademark, trade name, ete., will be returned 
to the owners thereof, except in a case where the owner, prior to the vesting, 
was a “resident of or had its sole or primary seat in an area of Germany now 
in the Soviet Zone of Occupation of Germany or in the Soviet sector of Berlin 
or in German territory under provisional or Soviet administration,” and that 
if such owner of such property was so resident, that the return will be made 
“to a person residing or having its sole or primary seat in the Federal Republic 
of Germany or in the western sectors of Berlin.” 

By the very words of this subdivision, the return is to be made not to the 
original owner of the trademarks, ete., but to another, not on the basis of that 
other being the real or actual owner of the asset, but merely on the basis of that 
other being resident in West Germany. This is arbitrarily seizing property 
without due process of law and handing it over to a third party, when admittedly 
the third party was not the original owner of the trademark, etc., and without 
giving the original and true owner even an opportunity to be heard to prove 
its ownership. This is contrary not only to our Constitution but to all the tenets 
of Anglo-Saxon law, which have served well for many centuries. This is jangle 
law: forcibly taking from one and handing over to another, merely because 
that other is hoped or thought to be a “friend.” This is not law, but larceny. 

The subdivision attempts to set up some legal justification for this usurpation 
of rights by specifying that in such cases “a competent agency of the Federal 
Republic of Germany” must certify that an equivalent trademark or trade name 
has been registered by such person in Western Germany ; not that this unspecified 
agency must certify that its citizen is the real owner of the trademark or trade 
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name vested in the Alien Property Custodian, but merely that an equivalent 
(whatever that means) trademark has been registered for such person in West- 
ern Germany. The proposed requirement is not even for an identical trademark 
or trade name to be registered, so obviously no thought or attempt is being made 
to return the asset to the real owner, but only to an usurper in another juris- 
diction. 

With East and West Germany under separated control, it cannot be expected 
that West Germany will do other than “grab” whatever it can in favor of its own 
residents, in respect to trademarks which had previously been registered to 
another many, many years before and such original registrant has elected to 
remain a resident of East Germany, or where as in the case of the Carl Zeiss 
Foundation where the actual factories are in East Germany and cannot be 
moved to West Germany or elsewhere. Can we possibly expect the West Ger- 
mans to recognize prior rights in their East Zone residents, against one of 
their own citizens? The result is a foregone conclusion, one which cannot be 
substantiated, luckily, in our own country. 

And this is precisely what has been happening to dozens of the trademarks 
of Carl Zeiss. This firm was founded in Jena, in East Germany, before 1900. 
Its prime seat has always been in that city and still is. After the war, some of 
its former employees opened their own factory in West Germany and tried to 
trade on the world-famous Zeiss name and trademarks. They applied to the 
West German trademark offices for registration of the identical trademarks 
which had been and were still being used by Carl Zeiss, Jena, and had been so 
used, in many instances for 70 to 80 years and the registrations for which were 
still valid and on record in the Berlin trademark office. As this office is now 
under the control of the West German authorities, they granted new registra- 
tions to this new firm doing business in their own territory, without regard to 
aa admitted fact that the marks were always owned by and used by Carl Zeiss, 

ena. 

The proposed return of vested trademarks and trade names to one not the 
owner thereof, is directly contrary to the American concept of the nature and 
purpose of trademarks and trade names. A trademark identifies and distin- 
guishes a product; a trade name identifies and distinguishes a business. 

A trademark is defined as—the name, symbol, figure, letter, form, or device, 
adopted and used by a manufacturer or merchant, in order to designate the goods 
that he manufactures or sells, and distinguish them from those manufactured or 
sold by another; to the end that they may be known in the market as his and 
thus enable him to secure such profits as result from a reputation for superior 
skill, industry, or enterprise. (The Law of Trade-Marks, Upton, p. 2; the New 
Trade Mark Manual, Robert, p. 5.) 

The functions of a trademark are threefold: The function of origin, the guar- 
anty function, and the function of advertising and selling. 

If, therefore, this proposed legislation is enacted, the vested trademarks and 
trade names would be returned not to the one who adopted and used them (in 
the case of the Carl Zeiss Foundation for 70-80 years), but to another who sub- 
sequently adopted an equivalent mark or name, in another country and managed 
to have the country of his domicile recognize his right to the mark or name in 
that country, without regard to the rights of the true, original owner. 

We would then have the situation of the same marks or names being simul- 
taneously used on the similar goods, with the goods of both parties imported into 
the United States under identical marks. What guaranty of quality or indica- 
tion of origin could such a situation possibly have for the American consumer, 
who buys goods by trademarks? None certainly, and thus a fraud would be 
perpetrated upon the American public. 

Specifically applying this principle to the Zeiss marks we find that these marks 
have been in constant use by the foundation for 80 years and have become 
extremely well known to the American consumer as identifying goods made in 
Jena or Dresden, Germany, of the highest quality. If the proposed legislation 
is enacted into law and the trademarks returned to the West German usurper, 
future goods with the Zeiss marks thereon would be imported into this country 
and the American public knowing the real ownership of such marks and the past 
quality of the same, would believe that the goods emanated from the same source, 
with proved value over 80 years, whereas they would, in fact, be cheap, inferior 
limitations made by the West German firm. Such fraud and deceit of the 
American public should not be encouraged or countenanced by Congress. 

Can we return vested property based on the say-so of another country? Are 
we not bound to return vested property, if at all, on the basis of our own laws, 
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after a determination by an agency of our own Government, in the event of 
there being two claimants to any vested property. This would seem to be the 
most elemental basis for such action under our own system of jurisprudence 
Never before have we let another state decide for us what is right or wrong, 
and to whom we shall give rights or privileges, or to whom we shal! return 
property. That would seem to be solely within our own province and should 
not be delegated to anyone else or to any other country. 

There is no other corporation or similar body which owned any trademark, 
trade name, etc., which has been vested in our Alien Property Custodian where 
the owners are resident in East Germany and where the West German authori- 
ties have issued registrations for the same trademarks, other than Carl Zeiss 
and its various trademarks. 

This legislation is therefore additionally discriminatory and improperly selec- 
tive in that it is expressly made for one and only one corporate body and has no 
application, for practical purposes, to any other. 

Further, this subdivision, by providing that the West German “agency” 

can certify that an “equivalent” trademark or trade name has been registered 
for another, violates basic trademark law, as we understand it in the United 
States. Our law is that a trademark belongs to the person or corporate body 
which first adopted it and continues to use it in commerce (except during national 
emergencies, wars, etc.). By this proposed legislation, such a trademark would 
not be the property of the first and continuous user, but to anyone else who 
obtained a registration for an equivalent mark in another jurisdiction. Trade 
marks are confined to the country of usage: that is, the identical trademarks 
can be owned by different people so long as they are in different countries and 
use their marks there. East and West Germany are now, for all legal purposes, 
different and distinct countries and thus separate trademarks could conceivably 
be owned by citizens of each country. On this premise, it is conceivable that 
West Germany might with perfect good faith issue a registration to one of its 
own citizens, knowing full well that the identical mark is registered in another 
country (in this case, Last Germany), so that citizens of both countries might 
simultaneously own and use the same marks in their seperate trading areas. 
jut this can in no way be determinative of the rights in and to the original 
trademark, trade name, etc., which had been vested in the Alien Property Custo- 
dian. This asset was seized from its original owner and should only be returned 
to that owner, or one claiming under him, not to one who is an interloper as far 
as the original owner is concerned, even though he may perfectly legitimate with 
respect to his current use of the mark in another country. 

Section 42 of the proposed legislation deals with copyrights which were 
vested in the Alien Property Custodian or Attorney General. Here such rights 
are unreservedly given back to the “persons entitled thereto.” No separa- 
tions here into $10,000 or more, into natural persons and corporations, Soviet 
zones and West Germany, a blanket return. Not to one who is certified by 
West Germany to be the owner, but merely to the person entitled to the 
copyrights. 

This should be done with trademarks too—not to permit a biased West 
Germany to decide, but to have the ownership cleared up in a court of 
law. 

So, too, with vested motion-picture rights (sec. 43) These are simply 
turned over to our own Library of Congress, with no reservations of any 
nature. 

Why the several different methods of return, and to the various differ- 
ent kinds of recipients? This does not appear to be proper legislation. Either 
the Alien Property Custodian retains all of the vested property, or if it no 
longer has value or we wish to return it, all should be returned in the same 
manner and to the same persons or corporations, to wit: the original owners. 

This legislation by treating trademarks the way it does is hand-tailored 
to fit the Zeiss trademark situation with the West German firm assuming 
the Zeiss name and having the trademarks of the real Zeiss firm registered 
in West Germany. No other German concerns and no other trademarks fit 
this precise situation. No other will be affected by this phase of the pro- 
posed legislation. It is simply a device to hand over the seized trademarks 
to the West German firm which has contractual arrangements with a New 
York corporation, Carl Zeiss, Inc., which is wholly owned and operated by 
the Alien Property Custodian. Thus this legislation merely hands over the 
benefits of these trademarks, not as the proposed statute states by its terms, 
to the proper owners of the marks, but to its own corporation. 
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No legislation should be on the statute books of this country with any such 
purpose in view. Our laws should be not class legislation, but for the use 
and benefit of all, no matter how high or low their estate, no matter how 
small or large the stake of any individual or corporation. 

This legislation should be either drastically revised or this committee 
should not approve the same. 


Mr. Woop. Mr. Fuchs? 

Voice. He waives his appearance. He gave the statement to the 
committee. 

(The document referred to is as follows :) 


New Yosk, N. Y., April 13, 1956, 
Hon. OLIN D. JOHNSTON, 
Chairman, Judiciary Subcommittee, United States Senate, 
HDLC Building, Washington, D. C. 


Dear Sir: Thank you for your notice of April 11, 1956, that the Judiciary 
Subcommittee on Trading With the Enemy Act will resume public hearings on 
Friday, April 20, 1956. As requested in the notice I hereby indicate my desire 
to testify at this hearing and estimate that the time required would not be more 
than 30 minutes. However, in the event you feel time limitations will not permit 
me to appear I wish to submit the following statement with respect to bill, S. 2227, 
concerning amendments to the Trading With the Knemy Act and the War Claims 
Act of 1948. I particularly wish to see these acts amended in such a way as to 
allow persons to file claims under the act who have received their United States 
citizenship prior to June 30, 1950. 

I arrived in the United States in April 1944; received my immigration visa in 
April 1945 and have been a United States citizen since June 1950. 

The attached letter of September 7, 1944, sent to the Department of State by 
Mr. Ivan F. Baker gives you some of my background. 

As owner of the firm Noris K. D. in Zagreb, Yugoslavia, my properties were 
worth approximately $900,000 at the time of the outbreak of the war in April 
1941. Included in this was a warehouse in Belgrade stocked with electrical 
goods worth approximately $300,000. The German Army confiscated this mate- 
rial when they occupied Belgrade in April 1941. 

I could have arranged to leave Europe prior to 1941 (as did many others) and 
thus, possibly save at least part of my property. However, I did not do so but 
remained active in my business working for United States industries. 

As a reserve officer in the Yugoslav Army I was mobilized on March 28, 1941, 
and was captured by the Germans on April 14, 1941. I escaped from the Ger- 
mans on April 17, 1941, and sueceeded in getting to Italy. After much difficulty 
I was successful in coming to the United States in April 1944. In 1945, I learned 
that all of my property still existing was confiscated by the Tito Communist 
government. 

In view of the fact that I was fighting for the Allied cause until the last 
moment, I feel it would be only just if I would obtain the right to apply for an 
indemnity, at least for that part of my property which was confiscated by the 
German Army. This time extension to the Trading With the Enemy Act and 
War Claims Act of 1948, to June 30, 1950, would probably not involve very many 
people since I expect few people were able to migrate during the war years 
1948, 1944, and 1945. 

Any consideration given to this request by the subcommittee will be greatly 
appreciated. I wish to again state my willingness to give oral testimony or any 
other data you may require. 

Very truly yours, 


NIKOLA FUCHS. 
Mr. Woop. Thank you. 
Mr. Philip Amram? 
(No response.) 
Mr. Woop. Mr. Burnham? 
Senator Jounstron. Will you please identify yourself so we will 
know who you are? 
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STATEMENT OF GEORGE B. BURNHAM, BORAX CHEMICAL CO., 
WASHINGTON, D. C. 


Mr. Burnuam. Yes, sir; my name is George Bb. Burnham, the pres! 
dent of the Burnham Chemical Co., 132 Third Street SE., Washing- 
ton, 1). C. 

Mr. Woop. Mr. Burnham, you have a statement that you wanted 
to submit last year and you now have a more recent supplemental 
statement. 

Mr. Burnuam. Yes; I would like both of those statements put in 
the record but since time is limited, I have just boiled it down to 5 
minutes of oral discussion. 

Mr. Woop. What you are going to testify to now is a summary of 
what is more elaborately covered in the two statements that I have re- 
ferred to. 

Mr. Burnuam. I thank this committee for the opportunity to 
express my Views on bill S. 995. 

First, however, I would like to bring to the attention of this 
committee that the German monopolists caused World War II. The 
late Senator Kilgore has said so. He was chairman of the Senate sub 
committee that made a thorough investigation of the cause of World 
War II. That subcommittee submitted a report to Congress entitled 
“Cartels and National Security.” 

I quote from it as follows : 

German industrialists, backed by the government which they forced to do 
their bidding * * * blackmailed their way into world markets. They launched a 
second conspiracy of world domination, Using commercial relations, in particular 


the cartel system, as a weapon, they rearmed their own country and disarmed 
their prospective victims. * * * 


The role which the cartels played in abetting Hitler’s seizure of power has 
been recounted at length in testimony before Congress * * * as a consequence of 
this unholy alliance between Hitler and the cartelists, Germany's plan for 
economic warfare, aimed at ultimate world domination, were expanded. * * * 

Senator Kilgore, one of the sponsors of this bill S. 995, summed up 
the situation as follows: 

Germany under the Nazi setup, built up a great series of industrial monopolies 
in steel, rubber, coal and other materials. The monopolies soon got control 
of Germany, brought Hitler to power and forced virtually the whole world into 


war. 

Mr. Woop. Mr. Burnham, I dislike to interrupt you. 

Did you not agree yesterday that you would address yourself to 
your proposed amendment to the law that so many Congressmen and 
Senators have written in at the request of your stockholders rather 
than to rehash the former bill which the Judiciary Committee had 
made an adverse report on. Did you not agree with me to that effect 
yesterday afternoon ? 

Mr. Burnuam. I am summing up the substance that is in my state- 
ment. It is only a page and a half long. : 

Mr. Woop. Did you not agree that you would address yourself to 
your proposed amendment to the law rather than to attempt to get 
this subcommittee to take some action that would be adverse to a 


former unfavorable report of the Senate Judiciary Committee on 
your private bill? 
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Mr. Burniuam. This is not a private bill. All I am asking is that 
those monopolists who violated our antitrust laws should not have 
their money returned to them. 

Mr. Woop. Many of your stockholders have sent to their Con- 
gressmen and Senators a proposed amendment to one of these bills, 
mimeographed in form. Did you not agree with me yesterday that 
you would address yourself to argument in support of that proposed 
amendment rather than a rehash of a report, adverse report, of a 
former Judiciary Committee? 

Senator Jonnston. We want the witness to understand that this 
bill has already been acted on and is not before the subcommittee, but 
you could discuss with us some amendments to some of these bills 
that we do have before us at the present time and for that reason 
we would like to hear you on that. 

Mr. Burnnam. Yes; that is what I want to talk with you about. 

I feel certain that neither the late Senator Kilgore, nor Senator 
Dirksen want to reward the German monopolists by returning any 
of their property, or money to them. There are some Germans who 
should have their money returned, but not the monopolists who vio- 
Jated our antitrust laws. That is why I suggest that this amendment 
be included in Senator Dirksen’s bill. 

Senator Jounsron. Proceed, that is what we want. 

Mr. Burnuam. As part of the German monopolists’ conspiracy at 
world domination, they got control of the huge potash and borax de- 
posit at Searles Lake, Calif., by acquiring 90 percent of the stock 
of the American Potash & Chemical Corp. My company, the Burn- 
ham Chemical Co., and its 7,000 American stockholders had a Fed- 
eral lease on part of that great deposit. We had a million dollar borax 
plant at Searles Lake. The month we started production, the Ameri- 
can Potash & Chemical Corp. cut the price of borax in half and drove 
us out of business. 

They fought and blocked all our further efforts to get into produc- 
tion in violation of the antitrust laws. After forcing us out of busi- 
ness, they deceived our Government as to the ownership of their 
capital stock in order to get a leasehold on our mineral deposits and 
monopolize nearly the entire lake deposit. 

That is just one example of what the German cartel system did in 
America. The Government sued them for violating the Sherman 
Antitrust Act. They pleaded nolo contendere and paid their small 
fine. 

Should these German monopolists who destroyed the investments 
of American citizens by violating our laws be rewarded for their 
wrongdoing ? 

The amendment to the Kilgore-Dirksen bill which I submit is in 
keeping with the American principle of due process. It would give 
American businessmen their day in court to prove they have been 
damaged by the monopolistic practices of enemy-owned business com- 
bines. It would hold foreign money in escrow to pay such damages 
as the courts, on the merits, might award to these American busi- 
nessmen. That is what it does and that is all it does. Should Amer- 
ican businessmen expect less of their Government ? 

I shall read this proposed amendment if you wish me to. My time 
is only limited to 5 minutes, but I will be very glad to read it. 
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Senator Jounston. Have you been in the courts with your case f 

Mr. Burnuam. No; we have never had a trial on the merits of our 
Case. 

Senator Jounsron. Have you been in court ¢ 

Mr. Burnuam. We have been in court. On the technicalities we 
could never get to the merits of our case. All we ask of this committee 
isa chance to go to the courts to plead our case on its merits. 

That’s all we ask. 

Senator JoHnston. What did the courts do with your case there? 

Mr. Burnuam. Because of a 3-year statute of limitations we were 
dismissed, but it was very unfair and unjust to 7,000 American citizens. 

Senator Jounston. Then I believe you brought your case before the 
Judiciary Committee in the form of a bill? 

Mr. Burnuam. That’s right. Yes; we brought our case to the Con- 
gress in the form of a bill, it was Senate Joint Resolution 23, of the 
s2d Congress. We asked relief. At the time they had the hearing 
the consensus of the committee’s opinion was, we will refer your mat- 
ter tothe Court of Claims, but it was never done. 

Senator Jonnston. I believe you had let the statute of limitations 
run; is that true? 

Mr. BurnuAmM. We don’t think that it had run. 

Senator Jounston. And you came before the Judiciary Committee 
asking that a matter between two private citizens, that we change the 
statute of limitations and make it different and apply differently in 
this one individual case; is that right ¢ 

Mr. Burnuam. Well, it wouldn’t just apply to the Burnham Chem- 
ical Co. This amendment would apply to any American businessman 
who has been injured by German monopolists regardless of the statute 
of limitations. 

Senator Jounston. We are glad to have you come before us and 
present your matter. Of course, we will look into it. You can put it 
into the record. 

Mr. Burnuam. I hope that my two statements will also go into the 
record. 

Senator Jomnston. Have you looked over it, Mr. Wood? 

Mr. Woop. Yes, sir. 

Senator Jounston. It is not too lengthy to be included ¢ 

Mr. Woop. It is quite lengthy, but it may go in. 

Senator Jounston. We will put it into the record and make it a 
part of the record. 

Mr. Burnuam. Thank you. 

Senator Jounston. Glad to have you. 

(The documents referred to are as follows :) 

WaSHINGTON, D.C., April 18, 1956 
te bill S. 995 
Senator OLIN D. JOHNSTON, 


Chairman, Judiciary Subcommittee on Trading With the Enemy Act, 
210 HOLC Building, Washington, D.C. 


(Attention of Mr. Harlan Wood, general counsel.) 


DEAR SENATOR JOHNSTON: With my letter of November 25, 1955 
a statement for the November 29-30, 1955, hearing. 
an amendment to bill S. 995. 


, I presented 
My statement was to urge 
However, I did not get the opportunity to testify 


Herewith are three copies of a supplemental statement which is supplemental 
to my November statement. I would like to present both statements at the 
April 20 hearing. 
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In view of the importance of this amendment to American businessmen who 
have been injured by German monopolists, 1 would like to have at least a falf 
hour’s time for my testimony. 

Hoping I may be accorded the privilege of presenting my statements since I 
did not have the opportunity at the November hearing, I remain 

Very respectfully, 
G. B. BURNHAM, 
President, Burnham Chemical Co. 


STATEMENT OF GEORGE B. BURNHAM, PRESIDENT OF THE BURNHAM CHEMICAL Co., 
WASHINGTON, D. C. 


On behalf of the 7,000 stockholders of the Burnham Chemical Co., a Nevada 
corporation, I thank the members of this subcommittee for the opportunity to 
present the following amendment to bill 8. 995: 

On page 3, line 24, after “as amended” insert: “; or (5) to any German, 
Japanese, or Austrian citizen, corporation, or association, who in common control 
with other enemy aliens, held controlling interest in any corporation organized 
under the laws of the United States, and which has been charged by the United 
States with any violation of the Federal antitrust laws; and jurisdiction is 
hereby conferred upon the District Court of the United States which has juris- 
diction over the corporations involved, or the United States Court of Claims, 
to hear and determine suits by American citizens, corporations, or associations 
who claim to have been damaged as a result of such alleged violations of the 
antitrust laws by such alien-controlled corporations, providing such suits are 
filed within one year after the passage of this Act, without regard to any previous 
applicable limitations of such actions; and such property, or the liquidated 
proceeds, dividends, or other increment thereof shall be set aside and applied 
to the satisfaction and payment of any judgment awarded by the said United 
States district court or the United States Court of Claims: 

The reasons for this amendment are abundantly clear. The Burnham Chemical 
Co. is one of the corporations that was damaged as a result of violations of 
the antitrust laws by such an alien-controlled corporation. We were not alone 
damaged, but completely destroyed by the German-owned American Potash & 
Chemical Corp. and their coconspirators, who composed the foreign-owned borax 
cartel, After that corporation, and their coconspirators, destroyed us, they 
acquired our mineral deposits ; thus by eliminating competition they have greatly 
prospered. Their financial statement as of December 31, 1954, shows assets 
of $38,855,060. 

The Department of Justice brought criminal and civil actions against the Ameri- 
can Potash & Chemical Corp. and other members of the borax cartel in an anti- 
trust suit filed September 14, 1944 (U.S. v. Borax Consolidated, et al., 62 F. Supp. 
220). The defendants pleaded nolo contendere and were fined a total of $153,500. 
The American Potash & Chemical Corp.’s portion was $66,000. 

The Government in its action states that: 

“72. On October 15, 1929, an agreement was executed in Berlin, Germany, 
among Borax Consolidated, Ltd., American Potash & Chemical Corp., Pacific 
Coast Borax Co., and DBV, under the terms of which prices were fixed at which 
crude borates, refined borax, and boric acid were to be sold; world markets and 
customers in specific markets were allocated among them; the production of the 
West End Chemical Co. was limited: and the tonnage to be sold in the United 
States and other markets by Stauffer Chemical Co. and the Western Borax Co. 
was restricted.” 

Even the Government, with all its powers of investigation, did not know that 
that 1929 conspiracy existed. It took a world war to uncover it and then only 
when the Government seized the records of the alien-owned corporation in Octo- 
ber 1942. If it took the Government 138 years to discover it, obviously it was 
practically impossible for the Burnham Chemical Co. to discover such a conspir- 
acy hatched in a distant foreign country. 

Indications are that the conspiracy started as early as 1921 and may not have 
been put in writing until 1929. 

As soon as we discovered, in 1944, that there had been a conspiracy in the 
borax business to destroy us we brought a treble-damage suit under the Sherman 
Act. We had a special trial on the issue of the application of the California 
statute of limitations. After the trial the court dismissed our suit on the grounds 
that we should have brought suit within 3 years of the time of the damage rather 
than within 3 years from the time we discovered the conspiracy (Burnham 
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Chemical Co. v. Borax Consolidated, Ltd., et al., 170 F. 2d 3G0) Exhibit No. 1 
is a copy of our complaint The American Potash & Chemical Corp. was the 
major defendant in our antitrust action. At the conclusion of the trial on the 
issue of the statute of limitations the court stated as follows: 

“I should like to make it abundantly clear that the court does not hold any 
brief for the defendants in the case. It would not be unreasonable inference from 
the facts so far presented in this case, as well as from the court's judicial know! 
edge by virtue of the criminal and civil proceedings brought by the Government 
n this court, that the alleged acts of the defendants might well have caused the 
ruination of the plaintiff's business.” 

We appealed our case to the appellate court and to the United States Supreme 
Court, but they upheld the lower court because of the California statute of limi 
tations. Because of this technicality we could not get justice. Our petition for 
rehearing before the United States Supreme Court, dated April 1, 140, is 
exhibit No, 2. 


WOLVES IN SHEEP'S CLOTHING 


I shall briefly recount just how American Potash & Chemical Corp. caused the 
ruination of our company. 

First: On September 9, 1918, we obtained a Government lease on 2.280 acres 
of the Searles Lake deposits and shortly thereafter the California Trona Co., the 
predecessor of the American Potash & Chemical Corp., obtained patents to 2,560 
acres of the deposits. They obtained the patents over the protest of the United 
States land office. I believe that any court of competent jurisdiction would rule 
that they got the patents illegally. We did not discover the illegality until just 
recently. By obtaining a patent they did not have to pay the Government any 
royalty on production, nor abide by any of the antimonopoly provisions of the 
Leasing Act. Thus they had an economic advantage over us and all other com 
petitors who paid rent and royalty to the Government, because, all other things 
being equal, they could undersell us and the other lessees. This apparent unlaw 
ful advantage enabled them to destroy competition. In exhibit No. 3, : 
columns 2 and 3, there is a further discussion of this matter. 

Second: In June 1928, the month we completed our borax plant and started 
production, they cut the price of borax from $49.50 a ton f. o. b. Searles Lake to 
$24.50 a ton, and by December 1928 to $16 a ton. The $16 a ton price then pre 
vailed until November 1929. Our cost of production was $26 a ton. We were 
losing money on every ton we produced. We had to close down in 1929. After 
we sold all our borax the prices gradually rose, but we were never able to recove! 
from those drastie price cuts during those 18 months from June 1928 to November 
1929. We were ruined. As a consequence we were unable to pay our lease rent 
to the Government and in 1938 our lease was canceled. We lost our mineral 
deposits, our million-dollar borax plant, all our equipment, and our village 
dwellings. Indeed, we lost all our assets. 

Third: On October 19, 1989, just 1 month and 19 days after World War IT 
started, the Department of the Interior granted the German-owned American 
Potash & Chemical Corp. 3 potash leases at Searles Lake. One of the leases 
covered the deposits formerly held by us. We protested, but our protest was of 
ho avail. 

They did not tell the Department of the Interior that 90.79 percent of thei: 
stock was owned by Germans. They deceived our Government in order to get 
the leases. See exhibit No. 3, page 4, columns 2 and 3 for the details 

Later our Government discovered the deception and in a suit charged the 
corporation with “deliberately and fraudulently and for the purpose of pro- 
curing and retaining the potash leases withheld the information * * and 
fraudulently misrepresented to the United States the facts as to the citizenship 
of the owners of its capital stock.” 

Indeed, American Potash & Chemical Corp. holds 1314 square miles of the 
Searles Lake Potash Reserve and it is quite evident that they acquired all of 
it illegally. Some idea of how they have prospered in their virtual monopoly 
of one of America’s richest chemical deposits is shown in exhibit No. 4. 

In short, this apparent illegal acquisition of the Searles Lake deposits, the 
price cutting and the deception practiced on our Government was all part of 
the conspiracy to destroy competition and monopolize. They and their co 
conspirators are wolves in sheep's clothing. 


rhe > ? 
page 3, 
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LIQUIDATED PROCEEDS SHOULD BE USED FOR REPARATIONS TO AMERICAN CITIZENS 


In 1946 the 90.79 percent stock of the American Potash & Chemical Corp. 
seized from the Germans by the Alien Property Custodian was sold to New York 
Investment Bankers for about $16,500,000. The money represents the liquidated 
proceeds. That money was largely amassed by illegal activity. Since our 
7,000 American stockholders have suffered severely by the ruthless acts of Ger- 
man monopolists, that money should go to our stockholders. Indeed, the $16,500,- 
000 would be sufficient to properly compensate our 7,000 American stock- 
holders for all the damages sustained. However, all we ask of Congress is to 
set that money aside and use it for the payment of such reparations as the 
United States Court of Claims decides is just. 


GERMAN MONOPOLISTS CAUSED WORLD WAR II 


Beginning in the fall of 1943 the Subcommittee on War Mobilization of the 
Committee on Military Affairs of the United States Senate began a study of 
causes of World War IT. 

The subcommittee was headed by Senator Harley M. Kilgore (West Virginia) 
and after a thorough investigation, which extended over many months, the 
subcommittee submitted a report on November 13, 1944, entitled “Cartels and 
National Security.” 

The report explains that at the end of World War I, German armies were 
defeated but her industries had greatly expanded. I shall quote from the report 
the following: 

“Thus a defeated Germany emerged from the war with her imperialist-minded 
industrial hierarchy intact. While the people of Germany bore the burden of 
unemployment and depression, Germany’s industrial management secured loans 
from abroad which enabled them to consolidate into gigantic domestic and 
international monopolies. They also persuaded their own government to assist 
them with subsidies and indemnities at the expense of the rest of the popula- 
tion * * * 

“German industrialists, backed by the government which they had forced to 
do their bidding, threatened to invade foreign markets, threatened to sell goods 
at low prices, threatened to unleash new technologies, threatened to disrupt the 
eontroled markets of other countries. They blackmailed their way into world 
markets. They launched a second conspiracy of world dominion. Using com- 
mercial relations, in particular the cartel system, as a weapon, they rearmed 
their own country and disarbed their prospective victims * * * 

“The role which the cartels played in abetting Hitler's seizure of power has 
been recounted at length in testimony before Congress * * * as a consequence 
of this unholy alliance between Hitler and the cartelists, Germany’s plan for 
economic warfare, aimed at ultimate world domination, were expanded * * *.” 

Senator Kilgore, who introduced this bill (S. 995) in Congress, summed up 
the situation as follows: 

“Germany under the Nazi setup, built up a great series of industrial monopolies 
in steel, rubber, coal, and other materials. The monopolies soon got control of 
Germany, brought Hitler to power, and forced virtually the whole world into 
war” (New York Times, October 2, 1944, p. 20. See exhibit No. 5). 

I feel certain that the Senator does not want to reward the German monopolists 
by returning any of their property, or money, to them. There may be some 
Germans who should have their money returned, but not the monopolists. 

I submit that the above amendment should be inserted in Senator Kilgore’s bill 
S. 995. The American industries who have been injured by German-controlled 
corporations who violated our antitrust laws, should have their day in court. 
The economic wealth which the monopolists amassed by violating our laws should 
be used as reparations for those Americans they have injured. 





SUPPLEMENTAL STATEMENT BY GEORGE B. BURNHAM, PRESIDENT OF THE BURNHAM 
CHEMICAL Co., WASHINGTON, D. C. 


This statement is supplemental to my statement submitted to the subcommittee 
on November 29, 1955, urging that an amendment be inserted in bill S. 995 so 
as not to return vested property to enemy aliens who violated our antitrust 
laws and to give American corporations the right to sue in the courts for damages 
they may have suffered by such violations. 
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The Burnham Chemical Co. is one such corporation that was damaged by 
an enemy-controlled corporation and it is a matter that was before the Senate 
Judiciary Committee during the years from 1950 to 1952. 

However, this proposed amendment is not just for the Burnham Chemical Co 
There are other borax producers that have been injured by the borax cartel 
in their violation of the antitrust laws. Furthermore, it would give every 
American company in other lines of industry who have been injured by enemy- 
owned monopolists a chance to have its day in court. 

At a hearing held on January 22, 1952, before a Senate Judiciary Subcom 
mittee considering Senate Joint Resolution 23 of the S2d Congress for the 
relief of the Burnham Chemical Co., the committee was willing to consider giving 
the United States Court of Claims jurisdiction to hear, determine, and render 
indgment in connection with Burnham Chemical Co.’s claim for damages resulting 
from German monopolists who violated our antitrust laws. 

Due to errors, omissions, and misleading statements in the confidential sub 
committee print of the committee report, the Committee on the Judiciary recom 
mended that Senate Joint Resolution 23 be postponed indefinitely. Also due to 
these same errors, omissions, and misleading statements in the committee report 
no action was taken on a proposed bill to refer the matter to the Court of Claims, 
even though at the hearing on January 22, 1952, the subcommittee orally ex 
pressed its willingness to recommend the matter to that court. All that the 
Burnham Chemical Co. asks is a chance to prove its case on its merits 

I am submitting this supplemental statement in order that these errors, omis 
sions, and misleading statements will not be repeated in any future report by this 

ommittee regarding the Burnham Chemical Co., or our proposed amendment to 
S. 995 

Among the omissions in the committee report there are several very funda 
mental ones. For example, the committee report fails to reveal 

(1) That the president of the Sterling Borax Co., namely, Stephen T. Mather 
nterceded with the Postmaster General to bring about the issuance of a Post 
Office fraud order against the Burnham Chemical Co., when no fraud had been 
committed. The Sterling Borax Co. was a competitor of the Burnham Chemical 
Co. and was controlled by a member of the borax cartel. 

(2) That Dr. Andrew Stewart, of the United States Bureau of Mines, sup 
pressed the favorable report on the Burnham process prepared by two specially 
appointed investigating engineers, and substituted his own unfavorable report 
to the Postmaster General, when he, Dr. Stewart, had no personal knowledge 
whatever concerning the process. 

(3) That the Department of the Interior, Bureau of Mines records on file in 
the National Archives, show that J. A. Huff, associate attorney in the Bureau of 
Mines, recommended the following : 

‘Under this situation, it occurs to me that while the Bureau might be severely 
attacked by the attorneys for the company on account of having furnished a 
report on questions which were not addressed to it, yet I do not believe it would 
be wise for us to admit in writing or by word of mouth that we have been guilty 
of doing an injustice to the company by the submission of this ill-prepared report, 
for such an admission at this time would only be ammunition for the attorneys 
for the company, and at the same time would put us in a bad light before the 
public, because it would create the impression that the Bureau had been crim- 
inally incompetent and irresponsible in the matter.” 

(4) That Stephen T. Mather subsequently admitted that he was “responsible 
in a measure, for having the fraud order issued.” 

The above are just examples of some of the important omissions in the cor 
Taittee report. 


Errors, omissions, and misleading statements occurring in the Senate judiciary 
report on Nenate Joint Resolution 23, of the 82 Congress 

The committee report has no number nor date, but it was apparently printed 
in June 1952. 

I shall set forth a brief discussion of numerous fundamental errors, omissions, 
and misleading statements in the order in which they occur in the confidential 
subcommittee print of the committee report. A comparison of what the writer 
of the report says with what is printed in the exhibits accompanying the report 
shows that the writer either ignored important facts, or did not comprehend 
them 

Page 1 of the committee report, fourth to eighth lines from the bottom : 

The committee report says the Department of Justice “recommended against 

he enactment of this resolution (S. J. Res. 23) on the ground that there was 
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neither a legal nor a moral obligation on the part of the United States to pay this 
claim.” 

The four omissions from the committee report mentioned above represent 
some of the legal and moral obligations on the part of the United States to the 
Burnham Chemical Co. The attorney for the United States Bureau of Mines 
is so concerned over being guilty of doing us an injustice that he urges other 
Government employees not to say a word about the “ill-prepared report * * * 
because it would create the impression that the Bureau had beein criminally 
incompetent and irresponsible in the matter.” 

These facts were all before the committee and since the writer of the com- 
mittee report fails to reveal them, he makes the committee report very unfair. 

Page 2, lines 14 to 18 of the committee report: 

These lines in the committee report state: “In 1923 the Burnham Co. in- 
creased its capitalization to $10 million consisting of 10 million shares, par 
value $1 of which issue 9,900,000 shares were transferred to the promoter in 
consideration of the assignment of two additional patents and an application for 
an additional lease of land at Searles Lake.” 

That statement infers that I owned 99 percent of all the stock in the company, 
which is not true—therefore very misleading. 

The Burnham Chemical Co. was incorporated with the understanding that I 
receive approximately half interest in the company in exchange for my 2,280-acre 
lease on Searles Lake, Calif., application for additional lease and numerous 
patented chemical processes for treatment of Searless Lake brine, all patents 
pending and future patents. 

I returned to the company treasury the 9,900,000 shares mentioned above. By 
this transaction, the stock was made “fully paid and nonassessable” as set forth 
on the company’s stock certificates. Then, for every 48,000 shares sold out of 
the 9,900,000 shares, 52,000 shares were issued to me and to those who had 
invested money in pioneer development work. Thus the general terms under 
which the corporation was organized were carried out. 

This matter of stock distribtuion is explained on page 31 of the exhibits at- 
tached to the committee report. The exhibit is my September 11, 1951, letter 
to the chairman of the Senate Judiciary Committee. My September 11, 1951, 
letter to the chairman is our answers to the report of the Department of Justice 
mentioned above. What is quoted above from the committee report does not 
conform to the overall picture. A copy of my letter of September 11, 1951, i 
attached as exhibit No. 1 for ready reference. It is the same peer 11, 1951, 
letter that is printed in the committee report. 

Page 2, line 20, to page 3, 10th line from the bottom, of the committee report : 

These lines in the committee report deal with the post office fraud order 
against the Burnham Chemical Co. and the nine findings of the Post Office 
Department as if they were true findings. 

The committee report fails to reveal that in the subsequent 3-day trial before 
the United States district court in Carson City, Nev., on January 15, 16 and 17, 
1930, the fraud order case was tried on its merits and the 9 findings were proved 
to be false. Our attorney argued our case solely upon the ground that the evi- 
dence before the Postmaster General did not show any fraud. It was upon that 
ground that the injunction was issued against the postmaster at Reno. For 
over 7 vears (February 1930 to September 1937), the Burnham Chemical Co. 
received its mail, all of which lulled the company’s officers into the belief that 
the temporary injunction against the postmaster had become permanent and 
that the fraud order was dissolved. 

The post office fraud order was discussed in my September 11, 1951, letter to 
the chairman of this committee; also very thoroughly discussed in a copy of 
our complaint tiled with the United States district court in Carson City, Nev., 
and sent to the committee as exhibit C-2. Also the post office fraud order 
matter was discussed in my Memorandum Concerning the Borax Monopoly filed 
with the committee on November 30, 1950, but the writer of the committee report 
does not mention the evidence which indicates that the borax cartel influenced 
the Postmaster General to issue the fraud order when there was no fraud. 

Since the committee report was printed, the Burnham Chemical Co. has filed 
a new suit to enjoin the Postmaster General from carrying out the fraud order. 
The answers to the findings of the Post Office Department are fully set forth in 
this new company suit. The suit was filed April 20, 1955, in the United States 
District Court for the District of Columbia, civil action 1950-55. See exhibit 
No, 2. 
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When Dr. Stewart suppressed the favorable reports of the experts and sub 
stituted his opinion for theirs, he withheld the true facts from the Postmaster 
General in his consideration of the question of fraud on the part of the Durnham 
Chemical Co 

Inasmuch as the borax cartel was largely responsible for causing the fraud 
order, as admitted by Stephen T. Mather, instead of holding the post office fraud 
der against the Burnham Chemical Co., it should be used as a reason for 
nserting the amendment in the bill S. 095, which I submitted to this committee 
on November 20, 1955, because the borax cartel deceived the Postmaster General 
is to the true facts. It was all part of the machinations of the foreign-owned 

orax cartel to drive the Burnham Chemical Co. out of business. Locumentary 

vidence on the matter was submitted to this committee, but ignored in the 
ommittee report. 

Furthermore, in 1934 Mr. H. H. Atkinson, the United States district attorney 
who defended the Government in Burnham Chemical Co. suit against the post 
master at Reno, casually met Mr. W. A. DeWitt, vice president of the Burnham 
Chemical Co. on the street in Reno, Nev., and congratulated him, stating that 

e post office fraud order had been dissolved. See exhibit No. 3 

Mr. DeWitt sent the good news te the other officers of the company in Cali 
ornia. The dissolving of the fraud order was considered Government routine 
it was thought to be the normal thing for the Government to do under the 
ircumstances, because there was no fraud. The officers of the company were 
iot lawyers and they believed the temporary injunction against the postmaster 
it Reno had now been made permanent. The company continued to receive its 
nail. Numerous letters from stockholders continued to be received Phen to 
the company’s amazement, in September 1937 the fraud order was reactivated 
ind mail ceased to be delivered. 

The officers of the company later learned that the post office fraud order had 

ot been dissolved, but that the company’s suit against the postmaster had been 

ismissed due to lack of prosecution by the company. Since the company was 
ruined, it had no funds to employ another attorney to bring another suit against 
the post office. However, on April 29, 1955, a suit against the Postmaster Gen 
eral was filed as mentioned above. See exhibit No. 2. 

Page 4, lines S to 10, of the committee report : 

These lines in the report state: “After the issuance of the fraud order, the 
Burnham Co. had difficulty in obtaining financing and did not undertake any 
extensive operation of the leasehold properties.” 

That is not true. After the issuance of the fraud order in June 1925, the 
colmpany, with the aid of its Chicago stockholders, raised over $250,000. We 
ompleted our commercial borax plant in June 1928 and made 1,427 tons of 
horax from June 1928 to January 1929, as shown by pages 26 and 2 of the 
stenographie report of the subcommittee hearing held January 22, 1952. Exhibit 
No. 4 attached hereto is a news report called Burnham Crystals sent to stock- 
holders in September 1928, showing the plant in operation, 5 years after the 
fraud order was issued. This shows the company did undertake extensive 
operations after the issuance of the fraud order. Our 1928S borax production 
was discussed at pages 26 and 29 in the transcript of the hearing before the 
Senate Judiciary Subcommittee considering Senate Joint Resolution 25, held 
on January 22, 1952. 

Moreover, the only reason production ceased was because the borax cartel cut 
the price of borax from $49.50 to $24.50 per ton, the very month the Burnham 
Co. started its production. 

The writer of the committee report on Senate Joint Resolution 23 completely 
ignored the foregoing facts. 

Page 4, lines 10 to 14, of the committee report : 

These lines state: “After 1982 the yearly rental of $1 per acre was not paid, 
and there had been no substantial production of minerals under the obligations 
of the lease. Thus, in 1987 the United States filed an action against the Burn- 
ham Co. and Mr. Burnham in California to cancel the lease and get judgment 
for $9,000 back rental.” 

This does not present a fair picture of the great injustice done to 7,000 
American citizens. 

The price cutting of borax stated in June 1928, the month we started produc- 
tion and later we learned it was done by the American Potash and Chemical Corp. 
and their associates to drive us out of business. As a result of the price cutting 
we had to close down production. This made it impossible for us to pay our 
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lease rent. Eventually the Government canceled our lease for nonpayment of 
rent and that enabled American Potash to acquire our mineral deposits. 

We vigorously protested the cancellation of our lease and showed good 
reasons why the Government should not cancel it. However, the Government 
canceled it anyway. It then gave a lease on our holdings to the German-owned 
American Potash and Chemical Corp. while World War II was in progress. 

That was a colossal injustice to 7,000 American stockholders of the Burnham 
Chemical Co 

The foregoiig was explained fully to the committee (p. 32 of the committee 
report exhibits, under the subtitle “Answer to Paragraph X of Report’). But 
the writer of the committee report completely ignored these fundamental facts, 
and failed to present the full picture. 

Page 5, lines 9 to 14, of the committee report: 

The report of the Department of Justice on Senate Joint Resolution 23 states 
‘none of the acts set forth in the indictment in the criminal action, or in the 
complaint in the civil action either related to the Burnham Chemical Co, or 
occurred before 1928, the approximate time when Burnham Chemical Co. closed 
down.” 

Paragraph 72 of the civil action above referred to states: 

“72 On October 15, 1929, an agreement was executed in Berlin, Germany, 
among Borax Consolidated Ltd., American Potash and Chemical Corp., Pacific 
Coast Borax Co., and DBV, under the terms of which prices were fixed at which 
crude borates, refined borax, and the boric acid were to be sold; world markets 
and customers in specific markets were allocated among them; * * *” 

In other words, a formal cartel agreement was signed and American Potash 
and the other members of the borax cartel divided the world markets among 
themselves and conspired to let no one else have any of the market. Obviously 
the formal cartel agreement merely evidenced the same informal working agree- 
ment that existed prior to the time the German nationals took over YO percent 
stock control in 1929. Pursuant to that conspiracy the cartel contested, fought, 
and blocked all Burnham Chemical Co.'s efforts to produce borax profitably in 
its existing plant and also from June 1, 1928, to July 21, 1954, it blocked Burnham 
Co.’s efforts to acquire other borax-producing preperties such as a sodium pros- 
pecting permit, or lease, on any of the sodium borate deposits in the Kramer 
borax district and particularly the property known as the Little Placer. It 
was a continuing conspiracy composed of many acts over many years. Also, the 
cancellation of the company’s leaseholdings at Searles Lake in 1938 and the ac- 
quisition of the deposits by German interest was part of the 1929 conspiracy. 
because only by acquiring all sources of borax could they be more certain of 
dividing the world markets among themselves. 

The October 15, 1929, agreement was merely putting into formal writing the 
verbal agreements and written and verbal understandings that were already 
in effect between American Potash and Chemical Corp., Borax Consolidated, Ltd., 
and their subsidiaries. It can be shown that they had been working in harmony 
together for a long time prior to 1929. Such verbal agreements and under- 
standings, together with the Berlin agreement of 1929, have been aimed in 
part, at the destruction of the Burnham Chemical Co., in many ways. This 
matter is discussed at length in the exhibit attached to the committee report at 
pages 34 to 35 under the subtitle “Answer to Paragraph 15 of Report.” 

The text of the Senate Judiciary Committee Report on Senate Joint Resolu- 
tion 25 presents an incomplete picture. 

Page 5, lines 34 to 37, of the committee report : 

Part of the court’s opinion in Burnham Chemical Co.’s antitrust suit is 
quoted on page 5 of the committee report: The opinion states in effect that 
Mr. Burnham, president of the plaintiff from 1925 to 1940, had ‘‘a continued 
awareness and knowledge of plaintiff’s cause of action.” 

While it is true that Mr. Burnham suspected a conspiracy he had no real 
proof thereof. Since it took a world war to reveal a conspiracy, it is self-evident 
that the person from whom the conspiracy was to be kept secret, could not 
have knowledge about it. 

The court’s unfairness arose due to the court’s belief that Mr. Burnham's 
actions based on suspicion were the result of his actions based on knowledge. 
The court says: 

“Statements in writing and under oath by the witness Burnham, who was 
the managing president of the plaintiff, commencing in 1925 and continuing 
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throughout the years to 1940, show without dispute a continued awareness and 
knowledge of the plaintiff's cause of action set out in the complaint 

That statement is not correct. The officers of the company and myself were 
suspicious that there might be a conspiracy among our competitors to destroy 
our company. Because of that very suspicion we made efforts to try and find 
evidence of a conspiracy. Our attorney and I made a trip east to hunt for 
evidence of a conspiracy, but we could not find any. I even stated under oath that 
I believed the company’s difficulties were the result of a conspiracy among our 
competitors, but I and no one else could find any proof sufficient to sujport a 
court action. Without some tangible evidence how could the company even get 
into court in an antitrust action? The court simply mistook suspicion for know] 
edge 

The agreement to keep out competition by dividing world markets among them 
selves and thereby destroy the Burnham Chemical Co. took place in foreign lands 
The Department of Justice, with all its powers of investigation had no know! 
edge of the conspiracy. It took World War II to uncover the evidence as ex- 
plained in detail below. This shows the court was very unreasonable, and in fact 
in error, in asserting that I or the company had knowledge sufficient to bring an 
antitrust action. 

This matter was discussed on pages 29 and 3O of the exhibits attached to 
the committee report under the subtitle “Answer to Paragraph 5 of Report” and on 
page 5 of the transcript of the hearing held January 22, 1952, but I am forced to 
believe that the writer of the committee report did not choose to discuss out 
side of the story. 

Page 5, lines 48 to 50, of the committee report : 

The appellate court’s opinion, in upholding the lower court’s opinion, is 
also in error for the same reasons stated above. 

The appellate court says “that appellant (Burnham Chemical Co.) was, during 
this period, convinced that it had a good case against appellees for the damage it 

ad then suffered and that its attorneys so believed and so advised it 

The appellate court failed to note that in the record the attorneys had said 
that they believed the company had a good case against its competitors, if it could 
find the evidence. But the company could not find the evidence. One of the 
company’s attorneys went east with me to try and find evidence, as stated abov: 
We searched diligently, but we were unsuccessful. 

Page 6, lines 13 to 21, of the committee report : 

The Senate Judiciary Committee’s report states: 

“The facts incident to this suit brings forth a well-settled policy of this 
ommittee. This policy is that no claimant shall be relieved of a cut-off date or 
statute of limitations, except for ‘good cause’ shown. The Burnham Chemical Co. 
as simply not met this test, in view of the decision in Burnham Chemical Co. \ 
Borax Consolidated, supra, where the court pointed out that alth h My 
Burnham was apprised of the facts incident to the alleged violation of the anti 

‘ust laws, he failed to act within the prescribed time to protect his compan 

Hlere the committee report has compounded the error of the court I was 
not apprised of the facts. How could I know about a secret conspiracy hatched in 
Germany, or in England? Such conspiracies are kept very secret and the con 
spirators do everything possible to hide all evidence of their conspiracy 
was discovered only when the German armies overran Holland in World War 
Il and certain Holland bankers fled to the United States and told the Alier 
Property Custodian that Germans owned the stock of the American Potash and 
Chemical Corp. Only then was it possible for the Alien Property Custodiag 
to take over that corporation’s property and discover in its files the Berlin Agree- 
ment in violation of our antitrust laws. 

In fact after the Alien Property Custodian had seized that enemy-owned corpo 
ration, it must have been over a year before he could go through all their files and 
discover the Berlin agreement of October 15, 1929, because it was about 2 years 
after seizure before the Department of Justice brought its antitrust suit. 

Exhibit No. 5 attached hereto is a reprint of a news item from the Comme! 
cial & Financial Chronicle for November 16, 1942, telling of the seizure of 
30 percent of the stock of the American Potash and Chemical Corp. Exhibt No. ¢ 
shows news items of September 1944, telling how “a refugee Dutch banker 
spilled the secret of German ownership” that led to the discovery of how the 
‘German-British combine drove American firms out of California’s huge berax 
industry.” 
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In other words, I was not apprised of the fact and it is evident I could 
not have known the facts, because the conspiracy to violate the antitrust law 
was kept just as secret as was the ownership of the stock of American Potash. 

The true ownership of the capital stock of American Potash & Chemical 
Corp. was kept secret for 13 years, from 1929 to 1942. The conspiracy to violate 
our antitrust laws was kept secret for even longer. Again this matter was thor- 
oughly discussed in the various documents before the writer of the committee 
report, including exhibit No. 6 which is attached hereto. Apparently the writer 
of the report was not interested in the welfare of American firms that were 
driven out of business by the German-British combine, nor the 7,000 American 
stockholders of the Burnham Chemical Co. that comprised one of those firms. 

Page 6, lines 29 to 32, of the committee report : 

The treble damage figure is in error. The committee report says: “The dis- 
crepancy between the $10 million requested here and the $1,168,564 which repre- 
sents the treble damages requested in the Burnham Co.'s suit is difficult to 
explain.” 

The $1,168,564 was not treble damages. The treble damages set forth in 
the complaint were 3 times $1,168,564, which is $38,505,692. In other words, page 
6, lines 29 to 32, do not agree with the exhibit set forth at page 26, lines 48 to 49, 
onr with that set forth at page 30, lines 16 to 26, of the committee report. It is 
difficult to explain how the writer of the committee report decided that $1,168,564 
was treble damages. It is a clear misstatement of fact. 

At the time the complaint was filed in 1945 the Burnham Chemical Co. asked 
merely for the amount of damages represented by the cost of its plant. It did 
not include damages for loss of profits. Now that more information has been 
obtained it is realized that even $10 million does not fully measure the damages 
the company and its 7,000 American stockholders have really suffered. 

Page 6, lines 40 to 42, of the committee report again states that the treble 
damages claimed was $1,168,564. This is clearly erroneous as pointed out above. 

Page 6, lines 48 to 52, of the committee report: 

These lines in the report deal with the source of funds with which to pay dam- 
ages to the Burnham Chemical Co. This matter was discussed under the sub- 
title “Answer to Paragraph 18 of Report” shown on page 36 of the committee 
report and page 12 of exhibit No. 1. 

However, in bill S. 995 now before this 84th Congress, it is proposed to return 
to German nationals property, or liquidated proceeds thereof, that was seized 
by the Alien Property Custodian during World War II. Those enemy aliens 
who controlled corporations that violated our antitrust laws and thereby drove 
American enterprises out of business should not be rewarded for their wrong- 
doing. That property, or the liquidated proceeds thereof, should be set aside 
and paid to those American corporations who have been injured by the enemy 
alien corporations that violated our antitrust laws. 

Page 7, lines 21 to 40, of the committee report: 

This paragraph of the committee report is misleading, because it does not 
present the true picture which the writer of the report had before him. The 
two sentences in liens 26 and 27 and 28 to 30 state: 

“The prices of borax and potash were artificially high as a result of the First 
World War. * * * The discovery of new techniques and sources for the produc- 
tion of both borax and potash in 1926 legitimately caused a tremendous price 
drop.” 

The price of borax, like most all other chemicals was high during the First 
World War. However, the point to be emphasized is that prior to June 1928, 
the price of borax had never in the history of the industry been less than $48 
a ton, f. o. b. plant. In that very month of June 1928 the price of borax was 
cut to $24.50, f. 0. b. plant. That month, June 1928, was the month the Burnham 
Chemical Co. started commercial borax production. 

As for the new techniques and sources for the production of borax, that is 
discussed in the exhibit on pages 33 and 34 of the committee report under the 
subtitle “Answer to Paragraph 13 of Report.” The acquisition of patent to the 
public lands in the Kramer sodium borate district was accomplished by the 
United States Borax Co. illegally, as explained in my Memorandum Concerning 
the Borax Monopoly submitted to the chairman of the Senate Judiciary Com- 
mittee on November 30, 1950, and referred to in the exhibits set forth on pages 
30, 32, 33, and 34 of the committee report. That company caused false logs of 
drill holes to be submitted to the Government and in other ways acquired a 
patent to public lands, instead of a lease, on property that produced almost pure 
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orax in mineral form. They fought and blocked our efforts to get a lease on the 
deposit even though their claim was void. We maintain that new sources of 
borax acquired unlawfully is not legitimate competition 

As stated above this matter was discussed in the exhibit on pages 33 and 34 

‘the committee report and thoroughly discussed in detail in my Memorandum 
Concerning the Borax Monopoly, yet the writer of the committee report ignored 
those important facts, just as he ignored many other important facts 

In the first nine pages of the committee report, which is printed in large type, 
the writer apparently magnifies all the derogatory things said about the Burn 
ham Chemical Co. which are not true even though he had facts before him to 
show that they were not true. 

As for the post office fraud order against the Burnham Chemical Co. he 
had evidence to indicate that it was instigated by the borax cartel The Burn 
ham Chemical Co.’s complaint in the fraud order case shows there was no fraud 
Yet the committee makes the fraud order an important issue in postponing indefi 
nitely the approval of Senate Joint Resolution 23. Since the company’s com 
plaint against the borax cartel was printed in the committee report, why 
couldn’t Burnham Chemical Co.’s complaint against the postmaster at Reno 
Nev., be also printed, as long as he made an issue of it’ 

Page &, lines 3 to 5, of the committee report : 

The report states that “This committee was willing to consider the possibilities 
of giving the Court of Claims jurisdiction to hear, determine, and render judg 
ment in connection with this claim.” 

In spite of this willingness the committee never carried out this plan, but in 
stead the committee report set up unsound and misleading reasons in its report 
why it should not do so, as herein explained. 

Page 8, lines 12 to 20, of the committee report : 

When the Government brings suit against a group of corporations and 
charges them with violating the antitrust laws and those corporations refuse to 
defend themselves, but instead plead “nolo contendere,” and enter into a consent 
decree and pay their fines, I believe it is a generally accepted fact, that they 
have violated the antitrust laws. Indeed, since they paid their fine, it would 
seem foolish to call them “the alleged borax cartel” instead of “the borax 
cartel.” 

Page 8, lines 21 to 283 of the committee report: 

These lines state: 

“(3) In the line 16 of the proposed draft bill, the American Potash & 
Chemical Corp., with others is labeled ‘the borax cartel.” No assumption war 
rants such a conclusion.” 

The Government in its antitrust action against the American Potash & 
Chemical Corp., and other defendants in that action, referred to them as carry 
ing on unlawful acts as follows: 

* * unlawful acts and violations hereinafter described, including the nun 
lawful monopoly, attempts to monopolize combinations and conspiracies to monop 
olize, and contracts, combinations, and conspiracies to restrain trade and 
commerce * * *” 

Such a statement in the Government complaint brands the defendants as a 
“combination in restraint of trade.” The newspapers called the combination 
the “borax cartel,” as shown in exhibit No. 6 attached hereto. 

Webster's New 20th Century Dictionary defines a cartel as “an association 
between financial or industrial interests for establishing a national or interna 
tional monopoly by the fixing of prices and the ownership of controlling stock ; 
a trust.” 

Why should the committee report quibble over whether they should be called a 
“combination in restraint of trade,’ a borax trust, or a “borax cartel”? 

Page 8, line 24 to page 9, line 41, of the committee report : 

The whole question is whether or not this Senate Judiciary Committee is 
going to do justice to the Burnham Chemical Co. and its 7,000 American stock- 
holders by recommending the inclusion of our amendment. Is this committee 
going to recommend to Congress the return to three German monopolists, as a 
matter of grace, all the money they made at the expense of those 7,000 Ameri- 
can stockholders? 

The German monopolists destroyed the investments of American citizens. 
Why should they be rewarded for their wrongdoing? 

This is a single purpose amendment that we have proposed and in keeping 
with the American principle of due process. It would give American business- 
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men their day in court to prove that they have been damaged by the monopo- 
listic practices of enemy-owned business combines. It would hold foreign money 
in escrow to pay such damages as the courts, on the merits, might award to 
these American businessmen. That is what it does and that is all it does. 
Should American businessmen expect less of their Government? 


List OF ExHIBITS TO ACCOMPANY SUPPLEMENT STATEMENT BY G. B. BURNHAM 


Exhibit 
No. 

1. Letter of September 11, 1951, to Hon. Pat McCarran, chairman, Committee 
on the Judiciary in answer to report of Deputy Attorney General on Senate 
Joint Resolution 23. 

2. Civil Action No. 1950-55, Burnham Chemical Co. v. Arthur E. Summerfield, 
Postmaster General, filed April 29, 1955. 

3. Affidavits of H. H. Atkinson, United States district attorney, dated June 9, 
1952, and William A. DeWitt, dated June 17, 1952. 

4. Burnham Crystals for September 1928, showing views of Burnham plant and 
borax in the warehouse. 

5. Reprint from the Commercial and Financial Chronicle for November 16, 1942, 
concerning Alien Property Custodian taking over the control of American 
Potash. 

6. News items telling how the Dutch bankers had “fled to America after the 
German attack upon their country” and how they “spilled the secret of 
German ownership” of American Potash & Chemical Corp. stock. 


To AMEND S. 995 oF THE 847TH CONGRESS 


On page 3, line 24, after “as amended”, insert: “; or (5) to any German, 
Japanese or Austrian citizen, corporation, or association, who in common control 
with other enemy aliens, held controlling interest in any corporation organized 
under the laws of the United States, and which has been charged by the United 
States with any violation of the Federal antitrust laws; and jurisdiction is 
hereby conferred upon the District Court of the United States which has juris- 
diction over the corporations involved, or the United States Court of Claims, to 
hear and determine suits by American citizens, corporations, or associations who 
claim to have been damaged as a result of such alleged violations of the antitrust 
laws by such alien controlled corporations, providing such suits are filed within 
1 year after the passage of this act, without regard to any previous applicable 
limitations of such actions; and such property, or the liquidated proceeds, divi- 
dends or other increment thereof shall be set aside and applied to the satisfaction 
and payment of any judgment awarded by the said United States district court 
or the United States Court of Claims: ”. 

Senator Jomnston. Next witness ? 

Mr. Woop. The next witness is Dr. Carlston, professor of law at the 
University of TIlinois. 


STATEMENT OF KENNETH S. CARLSTON, PROFESSOR OF LAW, 
UNIVERSITY OF ILLINOIS 


Mr. Cartsron. I am Kenneth Carlston, professor of law, University 
of Illinois. I am not appearing here in an independent capacity but 
on behalf of certain American claimants. 

Senator JoHnston. We will be glad to hear you. 

Mr. Caruston. I have a written statement to file. I will confine 
myself simply to be as helpful to the committee as possible to indi- 
cate the issues here involved. 

Senator Jounsron. We certainly appreciate that. We have one of 
your colleagues here from Illinois with us, Senator Dirksen. We ap- 
preciate your appearing here before us. 

Mr. Cartston. I appreciate the opportunity to appear and I hope 
what I am about to say will be helpful to the committee. I want 
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mly to discuss questions of principles, I don’t want to confine myself 
to any particular case. What has happened is that under the legis- 
lation of World War IT relating to trading with the enemy the prop- 
erty of American citizens has been vested and it is that aspect of 
the legislation that I think the committee is particularly interested 
in. It is of course interested in the position of German citizens, Ger- 

1an property, that is part of the question and is a very importan it part 
oft 1e question but certainly the primary interest of ‘the committee is 

. the position of American citizens. 

“Wh: at happened in the matter of legislation is that the first War 
Powers Act in 1941 amended the Trading With the Enemy Act in 
section 5 (b) and in that amendment which was rushed through very 
hurriedly by Congress, because it was imperative wartime legislation, 
provision was made for the vesting of property of foreign nationals 

in such agency as the President might designate. 

Congress read that language and read the words “foreign nationals” 
and were assured on the floor of Congress that this did not apply to 
property of American citizens. 

However, it did come to some application under the executive defi- 
nition of foreign nationals and that is applied to the property of 
American citizens resident in ene my territory. 

Now this property, 11 years after the end of the war, is still being 
retained in respect of these American citizens who were blame sles. 
They were residents in Germany. It was important that their prop- 
erty be sequestered for the protection of themselves and of the United 
States for the prosecution of the war effort and I think under the deci- 
sions of the Supreme Court it is clear that that aspect of the legisla- 
tion, the sequestration he ve is perfectly constitutional. 

Senator Jonnston. I don’t think anyone has questioned the right 
of our Government to take over during the war and hold it for a 
reasonable time thereafter, but the question is how to handle the prop- 
erty that we have. 

Mr. Cartston. What has happened now, Senator Johnston, mem- 
bers of the committee, is that years have passed, the war has ended, 
legally in all sense of that term as well as practically. The purposes 
with respect to that vesting have ended, the only purpose that still 
remains in respect of the general vesting of alien foreign property is 
that of reparations and certainly it would be clear to this committee 
that the property of American citizens should not be taken to pay the 
claims of other American citizens. The property of one man, as Jus- 
tice Holmes had said, cannot be used to take care of the misfortunes of 
another. 

The situation in respect of the legislation today is that immediately 
after the end of the war, Congress passed section 32 giving an admin- 
istrative remedy to these American citizens. Now, this administra- 
tive recommendation might have turned out to be adequate—I sup- 
pose there would be no question of that here—but it is not adequate 
unfortunately. 

It is not adequate in its own terms and is not adequate in its admin- 
istration and as a consequence a serious, a most important constitu- 
tional issue has arisen under the Guessefeldt case in 342 United States 
308. 

Tn that decision the Supreme Court said that in respect of a German 
citizen not an American, but a German citizen who was not voluntary 
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resident in enemy territory that said German citizen should be entitled 
to a return of his property under section 9 (a) of the Trading With 
the Enemy Act, a judicial remedy in lieu of the administrative remedy. 
Incidentally the administrative remedy would not have been avail- 
able to him under section 32, The Supreme Court construed section 9 

(a) in that case to afford a judicial relief in respect of a German 
citizen a resident of the United States who was temporarily sojourn- 
ing in enemy territory. 

It did so to save the constitutional issue from arising. My point is 
that American citizens resident in enemy territory are not under inter- 
national law or constitutional law exposed to the risk of confiscation 
of their property in America, I am not talking about on the high seas; 
under international law there is power to seize this power on the high 
seas if they are domiciled in enemy territory but American citizens 
whose property is in the United States aiding or abetting the United 
States in the prosecution of its war effort, it is very simple, it seems 
me, that this property should not be confiscated. 

It is perfectly clear under the constitutional law that a judicial 
remedy should be provided for all questions of law arising in that con- 
nection, and it is also perfectly clear that it is not exposed to confis- 
cation. 

So, it seems to me imperative that legislation be enacted providing a 
judicial remedy for the very prompt return of this property at this 
time. There is a class of citizens as to whom confiscation may very 
possibly be a legitimate sanction and those are American citizens who 
were belligerent in the war effort. The ex parte Quirin case concedes 
that they can be treated differently than ordinary American citizens, 
and we concede that is proper. 

Senator Jounsron. Each case would have to stand on its own bot- 
tom, so to speak, and it would be considered according to the facts 
in each case. 

Mr. Carusron. I didn’t quite hear you; I’m sorry. 

Senator Jounsron. There are exceptions to the rules, and in some 

cases there is justification for it to be kept. The facts in each case 
should control. 

Mr. Cartston. The committee, and those who guide the course of 
legislation have before it the problem of what are the proper classes 
and how each class should be handled. I wanted to bring out to the 
committee there was a class here that may not be under the rule that I 
State. 

Senator Jounsron. That is one of the problems of the committee. 
We have so many different classifications and different claims and 
different circumstances, and there are not too many just alike. 

Mr. Cartston. That ends my story on behalf of the American citi- 
zens. I would in one or two sentences call your attention to one other 
phase of the legislation which is purely a public problem. It does not 
relate to any individuals at all, and that is the fact that as a result of 
the Guessefeldt decision, the Trading With the Enemy Act in its 
present status is hobbled and crippled, that is to say, the power to 
seize property in wartime has been limited by the Guessefeldt decision 
to those domiciled and those having something short of domicile but 
not mere physical residence, and it is that aspect that I think the com- 
mittee should keep its weather eye open with respect to future 
legislation. 
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Senator JoHNnston. So your suggestion is that at the time the pro 
posal was all right, but after the war is over, then it should be looked 
into again. 

Mr. Cartston. That is true, sir. I know the committee is more 
aware of this than anyone else, we have a veritable bramble bush of 
—— ation and executive directives. I want to cut through this bram 
ble bush and indicate these two salient points, the primi ary one that 
American citizens resident in Germany are not constitutionally ot 
under international law exposed to having their property contfis ated. 

Senator Jounston. A true and loyal American citizen under your 
statement should not be penalized. 

Mr. Cartston. An American citizen living under the Constitution 
is entitled to due process and | think that this is the simple fact that 
Congress faces and will face and will honor and the second pomt is 
one that I would raise personally in the spirit of helpfulness to call 
the committee's attention to the fact that in trying to save the con 
stitutional issue of which I speak from arising in the Guesse _ It case 
this constitutional issue there arising in respect of whether or not the 
person there involved could have a right to the return of bis auanarte: 
now the same definition that is applied in the Guessefeldt case for the 
purpose of permitting return is also the definition that will be applied 
as to how far property may be seized and the effect of the Guessefelat 
decision as to that is to cut down the area within which property 
may be seized and I do not think Congress would want to go into 
the next war unaware of this particular development. 

Thank you. 

(The prepared statement of Mr. Carlston is as follows :) 


STATEMENT ON THE PRESENT POSITION OF AMERICAN CITIZENS UNDER THE TRADING 
WITH THE ENEMY Act, BY KENNETH SS. CARLSTON, Proressor or LAw 


SUMMARY 


1. American citizens are secured in the enjoyment of their property by the 
Constitution. The fifth amendment guarantees: 

(a) The right to just compensation if their property be taken for public 
use. 

(6) The right to judicial determination or review of questions of law 
involved in a taking of property for public use, including the amount 
of compensation. 

2. The exercise of the war powers is subject to the foregoing requirements of 
due process. 

3. The war powers give only a limited power to confiscate the property of Amer 
ican citizens; they do not create the right to confiscate American private 
property on land. 

(a) Under international law, only enemy property at sea is confiscable. 

(0) Under international law, as well as the practice of United States 
courts, the property of an American citizen is exposed to the risk 
of capture and confiscation only if (i) it be captured at sea and (ii) 
the owner be domiciled in or have a trade domicile in enemy terri 
tory. 

(c) United States legislation and decisions prior to World War I con 
constitute no precedent for the confiscation in a foreign wat 
American private property on land. 

(d) The TWEA of 1917 and United States practice and decisions relating 
thereto constitute no precedent for the confiscation of American 
private property on land. 

4. Section 5 (b) of the TWEA, as amended by the First War Powers Act, 1941, 
may not be construed to effect a confiscation of the private property on land 
of American citizens. 
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5. The retention of the vested property of American citizens can no longer be 
justified under the Constitution. 

(a) The changed circumstances which have intervened beginning with 
the cessation of hostilities require return. 

(b) In the light of these changed circumstances, the constitutional basis 
for the exercise of the claimed power has lapsed. 

(c) Out of all the bases for the original exercise of the claimed powers, 
only that of defraying the war damage claims of American citizens 
now remains. But it is fundamental law that the property of 
American citizens who are not enemies may not be used for the 
purpose of compensating other American citizens. 

(d) No adequate remedy for assuring the constitutional rights of Amer- 
ican citizens affected by World War ITI legislation has been provided. 

1. Section 9 (a) of TWEA no longer affords a judicial remedy 
to important classes of citizens entitled to constitutional 
protection. 

2. Section 32 does not afford adequate protection and therefore 
does not save the constitutional issue. 


6. The United States must, therefore, now make provision for the necessary 
judicial protection of the rights of American citizens whose property has 
been vested but is not constitutionally subject to confiscation. 


This statement is addressed to the point that section 32 of the Trading With 
the Enemy Act (TWEA) fails to safeguard the constitutional rights of American 
citizens whose property has been vested. While Congress may well have the 
power in time of war to sequestrate the property in the United States of Amer- 
ican citizens who happen to have beeen resident in enemy territory, in order to 
protect it and to insure its use in the war effort, it has no power under either 
constitutional or international law to confiscate that property except when those 
citizens were acting as belligerents in the enemy cause. Under the conditions of 
today, they are entitled to a prompt return of their property or, if return be 
denied, to just compensation. Section 32 of the TWEA does not adequately 
safeguard these rights. 

There is no question that a serious constitutional issue here exists. The 
Supreme Court recognized a constitutional issue to exist in the case of a non- 
return of vested property of an enemy citizen whose sojourn in enemy territory, 
it found, was not sufficiently established to deprive him of his rights as an alien 
resident in the United States. It accordingly held that he was entitled to a 
judicial remedy for the return of his property under section 9 (a) of the TWEA. 
Guessefeldt v. McGrath (342 U. S. 308 (1952)). Certainly if a constitutional 
issue exists as to the vesting of the property of an alien enemy subject, legally 
resident in the United States, such an issue arises with even greater force in the 
ease of American citizens. To confiscate their property violates substantive 
due process under the fifth amendment. To deny them adequate judicial pro- 
tection against the deprivation of their constitutional right to the enjoyment of 
their property violates procedural due process under the fifth amendment. 

These simple issues are unfortunately clouded by a confusing labyrinth 
of legislation which the Supreme Court has characterized as “a makeshift 
patchwork” (Guessefeldt v. McGrath, supra at 319). 

After the end of the war, Congress, in an effort to avoid postwar confis- 
eation, by section 32 empowered the Executive to return the property of 
citizens as well as certain alien friends. In so doing, it failed to set up 
a satisfactory standard which would both protect those constitutionally en- 
titled to protection and deny return to those who have no constitutional right 
to return. It also turned over to the Executive the uncontrolled adminis- 
tration of returns by failing to provide for judicial review. 


1. American citizens are secured in the enjoyment of their property by the 
Constitution 

The fifth amendment guarantees: 

(a) The right to just compensation if their property be taken for publio 
use.—It is fundamental constitutional law that the taking of private prop- 
erty for public use imports an obligation to pay just compensation. (United 
States v. Great Falls Manufacturing Co., 112 U. S. 645, 656 (1884); United 
States v. New River Collieries Co., 262 U. S. 341 (1923); 1 Nichols, Law of 
Eminent Domain 309-310 (3d ed. 1950).) 
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(b) The right to judicial determination or review of questions of law in 
rolved in a taking of property for public use, including the amount of com 
pensation.—The essence of due process is adequate procedural guaranties of 
substantive rights. When private property is taken for public use, due proc- 
ess requires that provision be made for the judicial determination or review 
of questions of law involved therein, including the amount of the compensa 
tion. (Monongahela Navigation Co. vy. United States, 148 U. 8. 312, 327 (1898): 
Chicago, Burlington & Quincy R. Co. v. Chicago, 166 U. S. 226, 240-242 (1897); 
United States v. New River Collieries Co., 262 U. S. 341, 343-344 (19238): 
St. Joseph Stock Yards Co. v. United States, 298, U. 8S. 38, 77 (1986); 
Kimball Laundry Co. v. United States, 338 U. S. 1, 4 (1949); Rottachafer, 
American Constitutional Law 723 (1939).) 


2. Lhe exercise of the war powers is subject to the foregoing requirements 
of due process 


Even though a taking of property be in the exercise of the war powers, 
the duty to compensate citizens and alien friends still remains (United 
States v. Russell, 13 Wall. 623 (1871); United States v. New River Collieries Co.., 
2°62 U. S. 341 (1923); Russian Volunteer Fleet vy. United States, 282 U. S. 481 
(1931).) 

Whenever the operation of the TWEA subjects an American citizen to loss 
in circumstances not involving the legitimate scope of the power to confis 
cate enemy property, a remedy against the United States for compensation 
under the fifth amendment must be provided (Cities Service Co. v. McGrath, 
342 U. S. 330, 334-336 (1952).) As stated by Judge Hand in Silesian-American 
Corp v. Markham (156 F. 2d 7938, 797 (2d Cir. 1946), affd. 332 U. S. 469 
(1947)), “when the United States seizes the property of an individual, not 
an enemy, in pursuance of a public purpose, it impliedly promises to pay 
just compensation and that promise is ‘just compensation’ under the fifth amend 
ment.” That promise must be secured by a remedy which meets the fundamental 
requirements of due process as set forth above. 

Whenever in the exercise of the right to capture enemy property, prop 
erty of citizens is taken which is not confiscable, due process requires that 
they be afforded a judicial remedy assuring them either the return of their 
property or compensation for its use (Central Trust Co. v. Garvan (254 U. 8 
554, 556 (1921); Stoehr v. Wallace, 225 U. S. 239, 245 (1921): Becker Steel 
Co. v. Cummings, 296 U. S. 74, 79 (1935)). Although the United States may 
confiscate enemy-owned property, “it has no such latitude in respect of the 
property of an American citizen” (Henkels v. Sutherland, 271 U. S. 298, 301 
(1926).) 


3. The war powers given only a limited power to confiscate the property of Amer 
ican citizens; they do not create the right to confiscate American private 
property on land 


(a) Under international law, only enemy property at sea is confiscable.— 
Under international law, only enemy property at sea is confiscable (Bentwich, 
the Law of Private Property in War 26, 79-80 (1907); Bonfils, Manuel de 
Droit International Public 842-843, 907 (1914): 4 Calvo, Le Droit International 
248 (5th edition 1896) ; 3 Fiore, Nouveau Droit International Public 224, 283-286 
(1886): Funck-Brentano and Sorel, Précis du Droit des Gens 257-258 (1900); 
Gathings, International Law and American Treatment of Alien Private Prop- 
erty 14 (1940) ; 2 Guggenheim, Traité de Droit International Public 375 (1954) : 
Halil, A Treatise on International Law 509, 532 (1924): Hershey, Essentials 
of International Public Law and Organization 567, 653 (1927): 3 Hyde, Inter- 
national Law Chiefly as Interpreted and Applied by the United States 1735-1736, 
189%)-1894 (2d revised edition 1945); Lawrence, Principles of International Law 
373-379, 440-449 (6th edition 1910); 1 Mérignhac and Lémonon, Le Droit des 
Gens et la Guere 1914-1918, 480 (1921) ; Moore, International Law and Some Cur- 
rent Illusions 13 et seq. (1924); 2 Oppenheim, International Law 281-282, 403- 
404, 462 (7th edition 1952) ; 2 Westlake, International Law 35, 42-45, 141 (1907) : 
Hague Conventions of 1899 (II) and 1907 (IV) Respecting the Laws and Customs 
of War on Land, Regulations, art. 46; Scott, The Hague Conventions and Declara- 
tions of 1899 and 1907, 123, 129, 131 (1915) ). 

(b) Under international law, as well as the practice of United States courts. 
the property of an American citizen is exposed to the risk of capture and con- 
fiscation only if (i) it be captured at sea and (ii) the owner be domiciled um 
or have a trade domicile in enemy territory.—Under Anglo-American practice, 
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the right to capture enemy property at sea depended upon whether its owner 
possessed a civil domicile in enemy territory or whether the property emanated 
from a house of trade in enemy territory. The latter is termed a commercial 
domicile (The Venus, 8 Cr. 253, 278-179 (1814); The Prize Cases, 2 Black 
635, 674 (1862): Herrera vy. United States, 222 U. S. 558 (1912)). See Bent- 
wich, The Law of Private Property in War 79-80 (1907); Bonfils, Manuel de 
Droit International Public 933-9385 (1914); 3 Fiore, Nouveau Droit Inter- 
national Public 283-286 (1886); Garner, Prize Law During the World War, 
445 (1927); Hall, A Treatise on International Law 586-591 (8th edition 1924) ; 
Hershey, Essentials of International Public Law and Organization, 653 (revised 
edition 1927); 3 Hyde, International Law Chiefly as Interpreted and Applied by 
the United States 2088 (2d revised edition 1945) ; Lawrence, Principles of Inter- 
national Law 373-879 (6th edition 1910) ; 7 Moore, Digest of International Law 
424 (1906); 2 Oppenheim, International Law 281-282 (7th edition 1952); Stone, 
Legal Controls of International Conflict 419, 421 (1954); 2 Westlake, Interna- 
tional Law 141 (1907). 

Historically, seaborne enemy goods have always been regarded as a legitimate 
object of naval warfare (2 Oppenheim, op. cit. supra at 458). Persons domiciled 
in enemy territory or carrying on trade there, increase the strength of the enemy, 
thereby rendering their property subject to capture on the high seas (Lawrence, 
op. cit supra at 373; 2 Westlake, op. cit. supra at 141). Consequently, an 
American domiciled in enemy territory finds his property exposed to capture 
on the high seas as enemy property. (The Venus, 8 Cr. 258 (1814)). On the 
other hand, enemy subjects domiciled in neutral territory may trade with the 
enemy (The Antonia Johanna, 1 Wheat. 159 (1816)). But residence in neu- 
tral territory will not protect from capture property emanating from a house 
of trade in enemy territory (The William Bagaley, 5 Wall. 377 (1867) ). 

Lawrence, op cit., supra, at 377, summarizes the law as follows: 

“In every case Where a man is a citizen of one country and has his home in 
another, the liability of his property connected with the latter country to capture 
and other incidents of [sea] warfare is determined by domicile and not by na- 
tionality. If the country of his domicile be neutral, he has a neutral character 
insofar as his property connected with that property is concerned ; if it be belliger- 
ent, he has a belligerent character which renders his property connected with it 
enely property to the other belligerent. But any property which he may possess 
in the country of his citizenship and allegiance follows the condition of that 
country as neutral or belligerent.” 

(c) United States legislation and decisions prior to World War I constitute 
no precedent for the confiscation in a foreign war of American private property 
on land.—The United States has, however, claimed the right to confiscate enemy 
property on land as well as at sea. In practice, the exercise of this right on land 
in foreign wars has been limited to seizure and has not extended to confiscation. 

The foundation stone of the claimed right to confiscate enemy private property 
is the often-quoted remark of Chief Justice Marshall in Brown v. United States 
(8 Cr. 110, 123 (1814)) that “war gives to the sovereign full right to take 
the persons and confiscate the property of the enemy wherever found.” This 
statement was made in a case in which it was held that the enemy property in 
question was exempt from confiscation and was hence a dictum. 

Two decades later, Chief Justice Marshall was of a different opinion. In 
United States v. Percheman (7 Pet. 51, 86 (1833) ), he said: 

“The modern usage of nations, which has become law, would be violated; that 
sense of justice and of right which is acknowledged and felt by the whole civilized 
world would be outraged, if private property should be generally confiscated, and 
private rights annulled.” [Italic supplied. ] 

Miller vy. United States (11 Wali. 268 (1870)), is said to be a leading case 
affirming the power to confiscate American private property on land as enemy 
property but it does not support such a construction. It dealt with two statutes 
enacted during the Civil War. The act of August 6, 1861 (12 Stat. 319 (1861) ), 
was directed to property actively used in aiding or abetting the rebellion. The 
fact that the statute was aimed exclusively at property so used and “treated the 
property as the guilty subject” and that it required a judicial determination and 
sentence of condemnation led the Court to sustain the constitutionality of the 
act. The later decisions of Kirk v. Land (106 U. 8. 315, 316-817 (1882) ) : Oakes v. 
United States (174 U. S. 778, 790-791 (1898) ), makes this very clear. Professor 
Hyde states in his authoritative treatise, 3 International Law Chiefly as In- 
terpreted and Applied by the United States 1735 (2d revised edition 1945) : 
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It was thus the nature of the use of property rather than the character of 
he owner which was made the ground of confiscation It is not believed that 
this law, in view of the nature of the conflict then existing, indicates legislative 
ipproval of the confiscation in a foreign war of the property of alien enemies 


within the national domain.” 
fhe second statute involved in Miller v. United States, supra, was the a 
f July 12. 1862 (12 Stat 58O (1862) ). entitled “An act tos Ippress insurrection, to 
unish treason and rebellion, and to seize and confiscate the property of rebels, 
| for other purposes.” The constitutionality of this act was also sustained 
the Court on the ground that it applied to persons who were judicially deter 
ed to be aiding and giving comfort to the enemy 
In Kirk v. Lund (106 U. S. 315, 319 (1882)), the Court stated that 
Its object was, not to authorize the capture of pre 


| pert ised to pro te 
nsurrection, but to confiscate the property of traitors lhe seizure was to be 
de, not because the property was in law the offender, but because the owners 
vere engaged in rebellion, and would not return to their allegiance to the United 
s es. * * * This distinction is recognized in all the cases where the matter is 
eived consideration.” 
lo similar effect, see Oakes v. Lnited States (174 U. S. T78. TOO-791 (1898) 
In Conrad v. Waples (96 U. S. 279, 285 (1S8S77)), the court id that the act 
July 17, 1862, did not authorize “the seizure and confiscation of property 
enemies’ territory, or of enemies generally” but only of those persons of tl 
es designated in the act. 
Professor Hyde states, op. cit. supra at 1735: 
The principle acted upon [in the act of July 17, 1862] differed essentially 
that involved in confiscating property of alien enemies, and gives no support 


way of precedent to such procedure.’ 

Moreover, when the act of July 17, 1862, was pending before the President, 
the latter made it known that he considered it unconstitutional as in conflict 
with the provision of article III, section 3, that “no Attainder of Treason shall 
work Corruption of Blood, or Forfeiture except during the Life of the Person 
ittainted.” An explanatory joint resolution, 12 Statutes 627 (1862), was ae 

rdingly passed, limiting forfeiture of real estate of the offender to his natural 

fe. Miller v. United States (11 Wall. 268, 272-273 (1870); Burhank v. Conrad 
(96 U. S. 291, 293 (1877): Kirk v. Lynd (106 U. S. 315, 319 (1882) ). 

The fact that both acts required judicial proceedings to determine their appli 
cability to persons affected thereby was also noted by the Supreme Court in 
Oakes vy. United States (174 U. S. 778, 791 (1898)): The Confiscation cases (20 
Wall. 92 (1875)). The procedural requirements of due process were duly pre 
served Thus, in United States v. Winchester (99 U. S. 372 (1878) ), the seizure 
of private property on land by United States naval forces was held not to 
leprive the owner of title thereto. If such seizure were a legitimate exercise 
f belligerent rights, the capture would have been valid. The Court did not, 
however, carry the reasoning of the Miller case to such a conclusion. 

The Miller case may not, in any circumstances, be held to be a precedent 
justifying the confiscation of the property of American citizens as enemies beyond 
the limits defined by international law. The dictum in the Brown case, which 
s the source of the claimed right, and all subsequent cases, including the Miller 
ease itself, have rested this right on their view of international law. The 
persons against whom the act of July 17, 1862, was directed were American 
citizens giving active aid and comfort to the enemy, who had thereby identi- 
fied themselves with the enemy. Only those American citizens who have iden 
tified themselves with the enemy as belligerents may constitutionally be treated 
asenemies. Ex parte Quirin, 317 United States 1, 37-45 (1942). 

(d) The TWEA of 1917 and United States practice and decisions relating 
thereto constitute no precedent for the confiscation of American private property 
on land —Although the TWEA of 1917 authorized the seizure of private prop- 
erty on land of persons “resident within” enemy territory, sections 2 (a), 7 (c), 
including among such persons American citizens domiciled in enemy territory, 
Viller v. Singjen (289 Fed. 388 (8th Circuit 1923) ; Stadtmuller v. Miller (11 F. 
2d 732 (2d Circuit 1926), such seizure was not regarded as confiscation but 
rather as sequestration or preliminary custody. Central Union Trust Co. \ 
Garran (254 0. S. 554. 569 (1921)): Woodson v. Deutsche G. & S. 8S. V. Roessler 
(292 U. S. 449, 454 (1984) ): Sielcken-Schiwarz v. American Factors (60 F. 2d 48, 
5 (2d Cir. 1932): Commissioner of Internal Revenue v. Stearns (65 F. 2d 371, 
374 (2d Cireuit 1923): Cumminas v. Societe Suisse Pours Valeurs de Metaur 


(85 F, 2d 287, 288 (App. D. C. 1936) ). 
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The return of the property of American citizens seized by the Alien Property 
Custodian was the first order of business of Congress after the cessation of 
hostilities. Even prior to the treaties of peace, Congress amended section 9 
of TWEA by adding paragraphs (b) and (c) giving American citizens a right 
to the return of their seized property protected by a judicial remedy (41 Stat. 
977 (1920) ). 

Under section 12 of the TWEA, the claims of enemies to their seized property 
were to be “settled as Congress shall direct” (40 Stat. 411, 424 (1917)). By a 
series of statutes eventually SO percent of enemy private property was returned, 
with participating certificates for the remaining 20 percent (41 Stat. 35 (1919), 
41 Stat. 977 (1920), 42 Stat. 1511 (1923), 45 Stat. 254 (1928)). The United 
States also paid, pursuant to arbitration proceedings, $12,485,387.83 to German 
nationals for use by the United States of seized patents (Holtzoff, Enemy Patents 
in the United States (26 Am. J. Int. L. 272 (1932))). 


4. Section 5 (b) of the TWEA, as amended by the First War Powers Act, 1941, 
may not be construed to effect a confiscation of the private property on land 
of American citizens 

In World War ITI section 5 (b) of the TWEA was amended to extend to prop- 
erty of “any foreign country or national fhereof.” The President was granted 
the power to “vest” any such property in “such agency or person” as he might 
designate (55 Stat. 889 (1941)). By Executive Order 9095, as amended by 
Order 9193, this “agency” was designated to be the Office of the Alien Property 
Custodian, at the head of which there was to be the Alien Property Custodian 
(7 Fed. Reg. 1971, 5205 (1942) ). 

The purpose of the amendment was not stated to be confiscation. It was 
rather to extend the so-called freezing powers, to add a flexibility of control, and 
to permit the use of foreign property in the best interests of the United States 
(H. Rept. No. 1507, 77th Cong., 1st sess., 3 (1941); S. Rept. No. 911, 7th Cong., 
Ist sess., 2 (1941) ). The Committee on the Judiciary frankly acknowledged that 
“the amendment was a technical matter and pretty difficult for us to know all 
the details.” It was confessed that the bill would have to be studied further 
as to its effects, but that the executive departments had advised that this was 
what they needed as a minimum (87 Congressional Record 9859, 9865 (1941) ). 
One member noted that the bill would permit the seizure of property of alien 
friends, but assumed that its purpose in such case was to reach property bound 
for a neutral country which would eventually reach an enemy (ibid., 9861). 
Apparently none realized that the amendment would apply to the property of 
American citizens. On the contrary, they were assured that “there was no 
intention at all now that it should be applied to any transaction or any prop- 
erty in which an American citizen has an interest” (ibid., 9865; see also 9866). 

As above stated, the 1941 amendment to section 5 (b) of the TWEA enabled 
the Executive to “vest” the property of “any foreign country or national thereof.” 
The term “national,” as used in the act, was by Executive Order 9193 (7 Fed. 
Reg. 5205 (1942)), defined to include any person “domiciled in, or a subject, 
citizen, or resident” of a “designated” foreign country. Property which might 
be vested was property of states with which the United States was at war or 
“nationals” thereof. Since “nationals” included not only persons domiciled in 
enemy territory but persons “resident” therein, residence need not be of the 
permanent character of domicile to justify vesting under section 5 (b). Later 
interpretation of the TWEA makes it clear that residence for the purpose of a 
valid vesting under section 5 (b) was something less than domicile (Guesse- 
feldt v. McGrath (842 U. S. 308, 312 (1952))). By so expanding the concept of 
residence a larger sphere of control of foreign property in the United States was 
made possible. 

There were a number of purposes in the 1941 amendment to section 5 (b), 
in addition to the one noted above of adding a flexibility of control of foreign 
property in time of war and permitting its use by the United States. There were 
the historical purposes of (i) weakening the enemy effort by depriving the 
enemy of the use of its property, (ii) strengthening the United States in its 
war effort by the use of seized property, and (iii) providing funds to defray war 
damage claims of American citizens. There was also (iv) the purpose of pro- 
tectine the proverty of citizens and friendly aliens to prevent its falling into 
enemy hands (United States v. Chemical Foundation, 272 U. S. 1, 9-10 (1926) ; 
Josephberg v. Markham, 152 F. 2d 644, 648 (2d Cir. 1945); Koehler v. Clark, 
170 F. 2d 779. 782 (9th Cir. 1948): 91 Congressional Record 11359 (1945) ; 
S. Rept. 572, 82d Cong., 1st sess., 3 (1951) ). 
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It seems quite clear that the necessities of modern warfare and the com 
plexities of economic relations would justify a system of seizure and use of 
property situated in the United States and owned or controlled by foreign 
nationals. Such a system would permit the control of property of American 
citizens and alien friends which would not be within the sanction of either 
international law or United States constitutional law, if confiscation were en 
visaged, but would be permissible, if use subject to compensation were en- 
visaged (Silesian-American Corp. v. Clark, 332 U. 8. 469, 475-476, 480 (1947) ; 
Cities Service Co. v. McGrath, 342 U. 8S. 330, 334-836 (1952); Guessefeldt \ 
UcGrath, 342 U. 8. 308 (1952) ). 


5. The retention of the vested property of American citizens can no longer be 


justified under the Constitution 


(a) The changed circumstances which have intervened beginning with the 
cessation of hostilities require return.—The recognition of the power to seize 
and use nonenemy property in the war effort in the light of the requirements of 
due process imposes a number of obligations upon the United States in the 
exercise of this power. These will be examined each in their turn, together with 
the question of the extent to which each such obligation has been met 

It must be remembered that we are not here concerned with the war power as 
it applies to enemies in the international and constitutional law sense of that 
term as persons whose property is subject to confiscation. We are, instead, 
concerned with citizens whose property is constitutionally protected from con- 
fiscation. As to such citizens, the first question before us is whether there is any 
constitutional basis for the continued retention of their property which has 
been vested by the Custodian and, if not, whether adequate provision for its 
return has been made. 

The factual and legal state of war between the United States, the Axis 
Powers and Japan is now unquestionably at an end. Treaties of peace with 
Japan, Italy, Rumania, and Bulgaria are now in force (26 Department of State 
Bulletin G87 (1952); 61 Stat. 1245, 1757, 1915, 2065 (1948)). The contractual 
agreements with the Federal Republic of Germany, bringing to an end the oe- 
cupation of Germany and including the Federal Republic as an equal partner 
in the community of nations, were signed May 26, 1952. On August 6, 1952, 
President Truman formally ratified, pursuant to the advice and consent of 
the Senate, the Convention on Relations Between the Three Powers and the 
Federal Republic of Germany (26 Department of State Bulletin SS7—-S88 (1952) ; 
27 ibid. 220 (1952)). The statutory definition of the “end of the war’ under 
TWEA section 2 (b) has therefore been met. 

Over 10 years have elapsed since hostilities ceased in fact. Over 9 years have 
elapsed since the President officially proclaimed the cessation of hostilities as 
of December 31, 1946 (12 F. R. 1 (1946) ). 

With the war legally at end and with the lapse of time since its termination 
in fact, the war power may not be relied upon to support the executive action 
here at issue, namely, the retention of the vested property of American citizens 
whose property is not constitutionally subject to confiscation as enemy property 

(b) In the light of these chanaed circumstances, the constitutional basis for 
the exercise of the claimed power has lapsed.—Legislation whose constitutionality 
is dependent upon the existence of special conditions must be reasonably related 
in its duration to the continuance of such conditions (Home Building & Loan 
Association v. Blaisdell, 290 U. S. 398, 442, 447 (1934)). “A law depending upon 
the existence of an emergency or other certain state of facts to uphold it may 
cease to operate if the emergency ceases or the ‘acts change even thouvth valid 
when passed” (Chastleton Corp. v. Sinclair, 264 U. S. 543, 547-548 (1924)). As 
stated by the Supreme Court in Woods v. Cloyd W. Miller (333 U. S. 138, 143-144 
(1948)): 

“We recognize the force of the argument that the effects of war under modern 
conditions may be felt in the economy for years and years, and that, if the war 
power can be used in days of peace to treat all the wounds which war inflicts on 
our society, it may not onlv swallow up all other powers of Congress but largely 
obliterate the 9th and the 10th amendments as well.” 

In his concurring opinion in this case, Justice Jackson said (pp. 146-147) : 

“Particularly when the war power is invoked to do things to the liberties of the 
people, or to their property or economy that only indirectly affect conduct of the 
war and do not relate to the management of the war itself, the constitutional 
basis should be scrutinized with care.” 


a 
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(ce) Out of all the bases for the original erercise of the claimed powers, only 
that of defraying the war damage claims of American citizens now remains ; but 
it is fundamental law that the property of American citizens who are not enemies 
may not be used for the purpose of compensating other American citizens.—It 
may be that the retention of the property of enemies raises no constitutional 
issues, though it raises serious issues of international law and of policy. But any 
possible reason for the retention of nonenemy property is now at an end. The 
Custodian himself has acknowledged that the purpose of vesting to enable the 
use of alien property during the war in support of the war effort no longer applies 
(Annual Keport of the Alien Property Custodian 2 (1945)). Nor is the Govern- 
ment any longer interested in the purpose of the permanent elimination of the 
war potentin! of the enemy after his defeat. See testimony of Sceéretary of State 
Dulles retative to status of external assets of Germany (hearings before a sub- 
committee of the Senate Committee on the Judiciary on S. 3423, 88d Cong., 2d 
sess., 161 (1954) ; S. Rept. 1982, S3d Cong., 2d sess., 9-10 (1954) ). 

Out of all the bases relied upon for the original seizure of the property of 
American citizens who may not be classified as enemies, therefore, there now only 
remains that of providing funds for defraying the war damage claims of other 


American citizens. To state this fact is to state its answer. “In general, it is not 
plain that a tinn’s mistortunes or necessities will justify shifting the damages to 
his neighbor's shoulders.” Justice Holmes in Pennsylvania Coal Co. v. Mahon 


(260 U.S. 395, 416 (1922)). In condemning 2 certain administrative regulation, 
Justice Brandeis said in Thompson y. Consolidated Gas Co. (300 U. S. 55, 79-80 
(1937) ).: 

“Our law reports present no more glaring instance of the taking of one man’s 
property and civing it to another. * * * And this Court has many times warned 
that one person’s property may not be taken for the benefit of another private 
person without a justifying public purpose, even though compensation be paid.” 

In any event, under international law, the right to use enemy property to 
satisfy war damage clainis arising out of the wrongful acts of the enemy govern- 
ment and forces is limited to the property of enemy subjects (38 Hyde, Interna- 
tional Law Chiefly as Interpreted and Applied by the United States 1736-1737 
(2d revised edition, 1945) ). 

(d) No adequate remedy for assuring the constitutional rights of American 
citizens affected by World War II legislation has been provided.—1. Section 
9 (a) of TWEA no longer affords a judicial remedy to important classes of 
citizens entitled to constitutional protection. 

The fact is that property of American citizens, which is not constitutionally 
subject to confiscation, was vested under section 5 (b) of the TWEA and is still 
retained by the United States. The fact is that no effective remedy has as yet 
been provided whereby these citizens may procure the return of such property 
or compensation for its use. 

The only judicial remedy for reclaiming vested property is section 9 (a) of the 
TWEA (McGrath v. Zander, 177 F. 2d 649, 651 (App. D. C. 1949) ; Cummings v. 
Hardee, 102 F. 2d 622, 627-628 (App. D. C. 1939) ; The Brennero, 53 F. Supp. 441 
(D. N. J. 1944)). Accordingly, no remedy lies in the Court of Claims for just 
compensation (Uebersee Finanz-Korporation v. Markham, 158 F. 2d 313, 314 
(App. D. C. 1946), affd. sub nomine Clark v. Uebersee Finanz-Korporation, 332 
U.S. 480. 487 (1947) ; Duisberg v. United States, 89 F. Supp. 1019 (Ct. Cl. 1950) ). 
Section 9 (a), as construed in connection with the TWEA of 1917, would permit 
any American citizen not domiciled in enemy territory to recover property vested 
under section 5 (b). Section 5 (b), however, had a broader concept of residence 
in enemy territory, for purposes of vesting, than did section 9 (a), for purposes 
of preserving the constitutional rights of American citizens against capture. 
Hence, if the prewar definition of residence were retained in section 9 (a), the 
result would be to nullify or destroy the expanded operation of section 5 (b) 
vesting and control. 

On the other hand, if the broad definition of enemy “national” under section 
5 (b) for purposes of vesting were applied under section 9 (a) to exclude suits 
for recovery of their property by persons who are constitutionally protected 
against confiscation, to that degree the TWEA would be unconstitutional. Cities 
Service Co. v. McGrath (342 U. S. 330 (1952)); Guessefeldt v. McGrath (342 
U. S. 808, (1952) ) ; Silesian-American Corp. v. Markham (156 F. 2d 798, 797 (2d 
Cir. 1946), affd. 332 U.S. 469 (1947) ) ; Kaku Nagano v. McGrath (187 F. 2d 759, 
765-766 (7th Cir. 1951), affd. per curiam by dividend Court, 342 U. S. 916 
(1952)) ; Josephberg v. Markham (152 F. 2d 644, 649 (2d Cir. 1945) ). 
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The clash between the 1917 and the 1941 concepts of enemy property contro] 
received a compromise solution. Section 9 (a) was expanded by judicial con 
struction but not so far as to be commensurate with 5 (b); that is to say, the 
right to sue by citizens and alien friends not domiciled in enemy territory Was 
not entirely read out of the law. It was felt that each section should receive as 
wide a construction as possible and that the entire TWHA should be given the 
most harmonious, comprehensive meaning possible. Accordingly, the defini 
tions contained in section 2 were considered to be illustrative, not exclusionary 
and to permit suit under section 9 (a) by a neutral (i. e., Swiss) corporation, 
which was not an “enemy” or “ally of enemy,” provided it were not infected with 
an “enemy taint.” So construed, a section 9 (a) remedy would lie in favor of 
an alien friend against a section 5 (b) vesting. Clark v. Uebersee Financ 
Korporation (332 U.S. 480 (1947)). Moreover, the denial of suits under section 
9 (a) to persons “resident within” enemy territory was held lo imply “something 
more than mere physical presence and something less than domicile.” Guesse 
feldt v. McGrath (342 U.S. 308, 312 (1952) ). 


It should be realized by Congress that the judicial construction of the t 
“resident within” as applied to section 9 (a), has a my nsequenc 
in the administration of the TWEA as an instrument of enemy property contro 
The same term is used in section 2 to define “enemy nad het becomes ole 
of the criteria of enemy property control. That is to say, the concept esidet 
within” enemy territory is applied to both vesting unde I 
return under section 9 (a), in the latter case to exclude perso! ed 
return and in the former to include persons whose prope! is subject 
vesting If “resident within” means “something more than 1 
presence and something less than domicile,” Guessefeldt v. MeGrath ipra, then 
the property of persons merely physically present in enemy ter L ty 
immune from vesting under section 5 (b), as persons “resident wit ‘ 
territory. The liberal construction of the term “resident within” unas 
9 (a), which the courts adopted in order to afford relief to persons whose cor 


Stitutional rights were imperiled by nonreturn, Guessefeldt v. WeG 
319, consequently knifed at the heart of the wide-flung, flexible syste 


of enemy property in wartime which section 5 (b) intended to creat 

The Guessefeldt decision found a coustitutional issue to exist in resy 
the vesting and retention of the property of a German citizen living in Gern 
from 1938S to 1949. The Court granted him a remedy under section 9 (2) be tise 
it regarded him as not “resident within” Germany when his sojourn there was 
involuntary. We are here concerned, however, with American citizens and 
their property in the United States. As Senator McCarran pointed out, we 


have here an anomalous situation. The property of German industrialists in 
Germany, Which aided the German war effort, was not seized by the United 
States. “Yet property which was earned by Americans, stayed in America 
aided and abetted the American war effort has been vested” (S. Rept. 572, 
S2d Cong., Ist sess., 3 (1951) ). 

The vesting or sequestration during war of American property located in 
the United States may be justified as a measure of protection and sequestration 
if the owner be resident within enemy territory but confiscation never In 
construing the TWEA of 1917, Judge Cardozo said: “There was no thought of 
taking from our citizens the rights of purchase and inheritance when resident 
in hostile lands.” Techt v. Hughes (229 N. Y. 222, 238, 128 N. E. 185, 190 (1920) ). 
We have seen that there was no thought in the minds of Congress that any 
such result would take place under the amendment of TWEA effected by the 
First War Powers Act, 1941. It was not contemplated that section 5 (b) would 
even touch the property of American citizens, much less effect its confiscation 
(point 4, supra). Yet such property has been vested by the Custodian, is still 
retained by him, and no adequate provision for compelling its return or com- 
pensating for its use exists. 

The issue facing us is whether the right exists under international and 
constitutional law whereby the United States may confiscate the property of 
its own citizens located in its own territory by virtue of the fact that their 
owners were resident within enemy territory. For it is a fact that the postwar 
decisions construing section 9 (a) bar from suit American citizens who had 
a degree of residence within such territory which was more than mere physical 
presence therein. Such citizens are therefore being denied their constitutional 
rights. 

2. Section 32 does not afford adequate protection and therefore does not save 
the constitutional issue. Before the foregoining judicial construction of section 
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9 (a) took place, the State Department and Conrgess became strongly con- 
cerned over the situation of persons who were not enemy subjects or residents of 
enemy territory but who had had their property vested under section 5 (b). The 
persons principally involved were citizens of allied or enemy-occupied countries 
who had found themselves caught in enemy-occupied territory, though Ameri- 
can citizens were also in this class. Section 32 was therefore enacted in 1946 
(60 Stat. 50 (1946) ), to afford an administrative, rather than a judicial, remedy 
to such persons. Return was prohibited to individuals, other than United States 
citizens, voluntarily resident in enemy territory, in the sense of territories of 
countries with which the United States was at war. Hearings before Subcom- 
mittee No. 1 of the Committee on the Judiciary on H. R. 3750 (79th Cong., 1st 
sess., 33 (1945) : H. Rept. 1269, 79th Cong., 1st sess., 2, 4 (1945) ; 91 Congressional 
Record 11359 (1945) ). 

We are accordingly driven, as was the Supreme Court in Silesian-American 
Corp. v. Clark (332 U.S. 469, 479-480 (1947) ), to consider the issue of confisca- 
tion. Over 10 years have elapsed since hostilities in fact ceased. We are now 
legally at peace with our erstwhile enemies. Yet the property of American 
citizens which is not confiscable either under international law or constitutional 
law is still being retained by the United States and no adequate remedy for its 
recovery exists. 

The remedy afforded by section 32 fails to meet the requirements of due 
process (see cases point 1.b., supra), since the determination of whether Ameri- 
can citizens are entitled to the return of their property is discretionary with the 
Custodian and is not subject to judicial review. McGrath v. Zander (177 F. 2d 
649 (App. D. C. 1949) ) ; Hawley v. Brownell (215 F. 2d 36 (App. D. C. 1954) ); 
Tiedemann v. Brownell (222 F. 2d 802 (App. D. C. 1955)); (S. Rept. 1235, 82d 
Cong., Ist sess., 1 (1952) ). 

From the standpoint of its administration, the remedy under section 32 has 
been repeatedly found to be inadequate. Returns are being made at a slow, 
creeping pace (S. Rept. 1235, 82d Cong., 2d sess., 2 (1952); final report of the 
Subcommittee To Examine and Review the Administration of the Trading With 
the Enemy Act of the Committee on the Judiciary (U. S. Senate vi (1954)); (99 
Congressional Record 495 (1953)), as well as in an arbitrary manner (99 Con- 
gressional Record 495 (1953)). Claims filed in 1948 had not been processed for 
half a dozen years and reliable estimates have indicated 20 to 50 years as the 
minimum pericd to be considered. It has also been found to be established be- 
yond question that there has been no equitable adjudication of claims. Final 
report, cited supra, at vi. Even the courts have taken cognizance of the slow 
rate of returns by the Custodian. First National Bank of Portland v. McGrath 
(97 F. Supp. 77, 79 (D. Ore. 1951). 

Limited to an inadequate administrative procedure, in which return is dis- 
cretionary with the administering official, and denied the fundamental right to 
judicial review of a denial of return by the Custodian under section 32, Hawley v. 
Brownell (215 F. 2d 36 (App. D. C. 1954) ) ; Tiedemann v. Brownell (222 F. 2d 802 
(App. D. C. 1955) ), there is no question that American citizens are being denied 
their constitutional right to due process in both its procedural and substantive 
aspects (cases cited supra point 1). 

One requirement of section 32 deserves most careful consideration. Section 
82 (5) requires the Custodian to make an affirmative finding that the return is 
in the national interest before the claimed property may be returned. In other 
words, vested property is to be kept whenever the national interest so requires. 

The requirement of a finding that a return be in “the interest of the United | 
States” was presumably introduced in 1946 as a stopgap measure. That is to 
say, Congress wished returns to be made to persons resident in enemy territory 
who were not enemy subjects yet it did not wish any such returns to prejudice 
any legitimate interests of the United States which, upon maturer reflection, later 
legislation might be necessary to protect. 

The standard that return must be found to be in the national interest is 
obviously no valid standard for the delegation of legislative power. All legis- 
lation is designed to secure the national interest. It is the function of Con- 
gress to determine what particular measures will best promote the national 
interest in solving pressing national problems. National interest is no criterion 
for administrative regulation. It is a legislative goal. 

There is only one way to validate the denial of a return of vested property, 
which is exempt from confiscation, on the ground that its retention is in the 
national interest. It is by treating such retention as an exercise of the power 
of eminent domain, creating the duty to pay just compensation. A determina- 
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tion that return is to be denied in the public interest, imports, under the condi- 
tions of today, an obligation to provide compensation. (See points 1 and 2 
supra. ) 

The criteria of national interest have been directed by the President to in- 
clude considerations of national security, foreign relations, financial and fiscal 
policies, and commercial and antitrust policies. (Letter from President Truman 
to James E. Markham, May 16, 1946, summarized 62 Yale L. J. 1222 at note 
90). Accordingly, without any judicial determination whether a violation of 
law had occurred or whether the penalty of the deprivation of property was 
an appropriate and legitimute sanction, return was denied in at least six 
cases because of purely administrative determination of antitrust law violations 
(Note: Return of Property Seized During World War I1: Judicial and Admin- 
istrative Proceedings Under the Trading With the Enemy Act, 62 Yale L. J. 1210, 
223 (1952).) 

Our courts exist to try and punish violations of law. The richt to judicial 
determination of the illegality of acts and the consequences thereof is the very 
heart of due process. Congress should not pass silently by such an administra- 
tive usurpation of judicial authority. 

In any event, there was no suggestion in the legislative history of section 
32 or in President Truman's instructions of May 16, 1946, concerning its appli- 
cation by the Custodian, supra, that the technical definition of “enemy” as 
including American citizens resident in enemy territory was to be reintroduced 
into section 32 and to bar recovery by such persons. 

The fact that the present problem also raises the question of the disposition 
of cases of citizens who may not have established permanent residence in enemy 
territory, have not committed treason, but who have, nevertheless, to a lesser 
or greater degree identified themselves in some manner with the enemy, should 
not cause us to lose sight of the fundamental constitutional issues here in- 
volved. Insofar as persons possessing a doubtful character are concerned, it 
must be remembered that the penalty for treason is constitutionally limited to 
the forfeiture of a life estate (art. III. sec. 3). The constitutional definition 
of the penalty for treason sets an objective standard against which penalties 
for lesser offenses should be measured. It is a fundamental principle of law 
and justice ‘that punishment for crime should be graduated and proportioned 
to offense.” Weems v. United States (217 U. S. 349, 367 (1910)). Certainly 
persons of a doubtful character may not be treated with greater harshness than 
the constitutional penalty set for treason. Nor may they be exposed to ex 
post facto punishment or be denied the safeguards of a judicial trial. United 
States v. Lovett (328 U. S. 308, 315-318 (1946) ). 

It seems clear that some administrative standard other than “the interest of 
the United States” must be found, if the constitutionality of section 32 is to be 
saved. In determining what that standard shall be we must remember that we 
have here the issue of the constitutional right of an American citizen to the 
protection and enjoyment of his own property. We do not have the question 
whether the Government, in making a grant to its citizens as a matter of grace 
to which they have no legal right, may impose limitations upon the classes of 
American citizens who shall enjoy the benefit of that grant made ex gratia, as, 
for example, in the International Claims Settlement Act (1955) (U.S. C., Con- 
gressional and Administrative News, Legislative History, 1955, p. 626). To re- 
peat, we have here at stake the right of a man to his own property. 

On the other hand, an American citizen who acts as a belligerent in the 
enemy cause is not of the class of persons who enjoy constitutional protection as 
against the exercise of the war powers. It seems clear under the cases that his 
property may be confiscated. Hence, clause (5) of section 32 may properly be 
amended to deny return to all persons, including American citizens, who acted 
as belligerents in the enemy cause. 

Moreover, Congress may in the protection of Federal interests define crimes 
and fix the penalties therefor. Clause (5) of section 32 may, therefore, properly 
be amended to exclude return to citizens who shall be convicted of a violation 
of any provision of chapter 115 of title 18 of the Uggjted States Code or of any 
other crime involving disloyalty to the United State if committed for the pur- 
pose of giving aid to any government hostile to t United States. Such an 
amendment may be justified as reasonably coming within the foregoing principle. 

If, however, Congress should go beyond this point, it can do so only subject 
to the principles that a citizen may not have his property taken away from 
him except when he has violated some duty imposed upon him by law, has had 
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the benefit of a judicial trial to determine that fact of such violation, and that 
his punishment is “graduated and proportioned to offense.” Weems v. United 
States (217 U. 8S. 349, 367 (1910) ). 

Under the relevant judicial precedents, there seems to be only one category of 
citizens whose property located in the United States may constitutionally be 
subject to confiscation under the war powers. That is the citizen who had 
actively participated as a belligerent in the enemy cause. Even as to him, the 
Civil War precedents (point 2 (c) supra) indicate that he must be afforded the 
protection of a judicial proceeding to determine the relevant facts and that the 
constitutional limitation of forfeiture of property to that of a life estate applies 
(Art. III, see. 3). 


6. The United States must, therefore, now make provision for the necessary 
judicial protection of the rights of American citizens whose property has 
been vested but is not constitutionally subject to confiscation 


We should remember that ours is a government of enumerated powers. Uc- 
Culloch v. Maryland (4 Wheat. 316, 405 (1819)). The cautionary words of Boyd 
v. United States (116 U. S. 616, 685 (1886)), are here most pertinent: 
om illegitimate and unconstitutional practices get their first footing in that 
way, hamely, by silent approaches and slight deviations from legal modes of 
procedure. This can only be obviated by adhering to the rule that constitutional 
provisions for the security of person and property should be liberally con- 
strued.” 

We are no longer concerned with the prosecution of the war and the powers 
incident thereto but with the rights of American citizens to their property and 
its enjoyment. In this sphere, “the constitutional basis should be scrutinized 
with care.” Woods v. Cloyd W. Miller Co. (833 U. 8S. 188, 147 (1948) (eoncur- 
ring opinion of Justice Jackson) ). 

Congress must, therefore, find a basis upon which it can harmonize its interest 
in the preservation of war powers in their fullest extent with the interest of 
\merican citizens to protection under the Constitution against a taking of their 
property without compensation. 

It is submitted that these interests can both be safecuarded if the following 
amendments to Trading With the Enemy Act were mide: 

1. Section 32 (a) (2) should be amended to include a new paragraph to be 
designated as (F) and to be inserted at the end thereof, reading as follows: 

“(IF ) a citizen of the United States who shall have been convicted of a 
violation of any provision of chapter 115 of title 18 of the United States 
Code or of any other crime involving disloyalty to the United States, if 
committed for the purpose of giving aid to any government hostile to the 
United States or who shall have otherwise acted as a belligerent in the 
enemy cause.” 

2. Section 32 (5) should be amended to read as follows: 

“(5) that such return is in the interest of the United States, except in 
the case of citizens of the United States, who are not persons of the class 
described in paragraph (F) of clause (2) of this subsection (a). 

3. Section 32 should be amended by the addition of a new paragraph appearing 
at the end of subsection (a), and as a part thereof, reading as follows: 

“Any citizen of the United States whose property or interest, or the net pro- 
ceeds thereof the President is authorized to return under the foregoing provisions 
of this subsection (a), except any person who is a defendant in pending pro- 
ceedings of the nature described in section 32 (a) (2) (F), may file notice of 
claim for the return of such property, interest, or net proceeds within one year 
from the date of the enactment of this paragraph, or within one year from the 
date of his acquittal in the case of a person who may have been a defendant in 
proceedings of the nature described in section 32 (a) (2) (F). If, after the 
lapse of the applicable one year period, any citizen of the United States, who 
shall have filed a notice of claim for the return of his property or interest, or 
the net proceeds thereof under the provisions of this subsection (a) shall be 
denied the return of such yperty within sixty days after the filing of additional 
written notice of demand error, then such citizen shall be entitled to institute 
a suit in equity in the maner provided for in subsection (a) of section 9 of this 
Act.” 


Senator Jounsron. I will have to leave the committee. I have 
another engagement and I will ask Senator Langer to take over. I 
think probably looking at this list we can dispose of the witnesses 
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that are out of town probably before lunch. What time do you want 
to come back after lunch ¢ 

I will be back in at 2:30 and any of the committee that can, ca 
come back and we will try to finish over this afternoon. Take over, 
Senator Langer. 

Senator LANGER a Call your next witness, Mr. Wood. 

Mr. Woop. Mr. Seymour J. Rubin, representing the Jewish Rest 
tution Successor Organiz: tion has requested the op portunity fo make 

. brief statement because of his having to leave the country by pre 
arvangemel on other matters and Mr. Rubin, vou will identify your 
self for the record and proceed. 


STATEMENT OF SEYMOUR J. RUBIN, WASHINGTON, D. C. 


Mr. Rupr. My name is Seymour J. Rubin. Iam a lawyer here in 
the city of Washington and also, like the previous witness, an Ih- 
noisan and come from the eity of Chicago originally. | am appear 
ing as Washington counsel for the Jewish Restitution Suecessor Or 

ganization and I speak of legislation which the Congress las already 
ached which seems to us to stand in need of some further implement 
ing legislation in order to achieve the purposes put into the statute 
already by the Congress. 

As Senator Langer will certainly recall, Public Law 626 became 
law in the 83d Congress, the bill in the Senate there being sponsored 
by yourself, Senator Langer, by Senator Dirksen and by Senator 
Hennings. 

It is legislation which had very wide bipartisan support. Very 
br iefly that legislation sought to give to a successor organization in 
the United States the right to file claims to heirless property vested 
by the Alien Property C ustodian. That heirless property is property 
which belonged to persecutees who themselves or whose heirs would 
have been able to claim it had they been alive to do so. 

It addressed themselves to the situation in which those persecutees 
were dead, had been exterminated together with their entire families 
so there was no individual claimant available to file a claim with the 
Office of Alien Property. 

The legislation provided that 2 successor organization should be 
set up, could qualify, that that suecessor organization could file claims 
tc such property. The Jewish Restitution Successor Organization, 
an organization which had had extensive experience in this field in 
Germany under military government directives was designated by 
President Eisenhower in January 1955 as the proper successor or- 
ganization. That organization had obvious ly very great difficulties 
in finding out the facts and the figures and the proofs on the basis 
of which it could file its claims. It nevertheless filed a very substan 
tial number of claims with the Office of Alien P roperty before the 
filing deadline of last August and we now find ourselves in the situa 
tion in which there are a great many claims on file with the Office of 

Alien Property but a situation also in which proofs on these various 
claims are almost impossible to come by. What I am suggesting to 
the committee at this time is that either in connection with S. 2227 
or separate legislation or in connection with other legislation which 
the committee may consider as an amendment to the Trading With 
the Enemy Act that provision should be made for an overall and 
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a speedy settlement of these claims filed by the Jewish Restitution 
Successor Organization. 

We have worked very extensively in cooperation with the Office of 
Alien Property on these claims and the number has been very sub- 
stantially whittled down. The figures available to us from the Office 
of Alien Property indicate that there are some $865,000 worth of 
claims which after quite extensive examination and investigation by 
the Office of Alien Property would appear to be valid claims of the 
JRSO. What we would like to do, what we would like to suggest is 
that the Congress favorably consider authorizing and directing the 
Office of Alien Property to settle those claims of the JRSO by making 
payment in those cases in which the claims have been filed on the basis 
of such information as is available to the JRSO in which the Office 
of Alien Property has made extensive examination of its existing files 
and in which no information adverse to the JRSO claim has been 
developed despite such investigation. 

That, sir, we think would carry out the purposes of Public Law 626. 

It would provide a method for making funds available to perse- 
cutees who are here in the United States who are in need who are the 
intended beneficiaries of Public Law 626. The amounts which would 
be involved are very, very small in terms of the amounts of the 
amounts which are otherwise involved in trading with the enemy 
matters. Public Law 626 provided a ceiling of $3 million which gives 
some indication of what the Congress thought might be involved. 

Probably the total amount which we would be able to validly claim 
under the proposals I put before you would be not in excess of 800,000. 

Senator Langer. Thank you. 

(The document referred to is as follows :) 


DEPARTMENT OF JUSTICE, 
OrFiIceE Or ALIEN PROPERTY, 
Washington D. C., March 27, 1956. 
Honorable Everett M. DIRKSEN, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR DIRKSEN: This letter supplements my reply of February 9, 1956, 
to your letter of January 31, 1956, concerning an amendment to Public Law 626, 
83d Congress, which is being proposed by the Jewish Restitution Successor 
Organization (JRSO). 

This Office has completed the examination of its files referred to in my letter 
of February 9. Originally, 7,000 claims were filed by JRSO. The list of claims 
thereafter furnished this Office by JRSO which it asserts to be within the non- 
adverse or nonconflicting category contained only 4,138 names, Two names were 
deleted with JRSO’s knowledge and one added at its request, with the result 
that the list was reduced to 4,137. The examination of the files was made with 
respect to these 4,137 claims. 

Set forth below are the results of the examination: 


Value of 
Number claimed 
property 


1. Cases in which there are claims on file conflicting directly with JRSO 


claims 106 $556, 161. 14 


2. Cases in which there are claims on file conflicting indirectly with JRSO 

claims. _- al cabana Masatoshi ail a ee 148 411, 668. 34 
3. Cases in which the vestee is alive _- eres ihe = 970 3, 963, 508. 34 
4. Cases in which there are known heirs of the vestee_...............----- 2,016 | 3,160,851. 79 
5. Cases in which the vestee is not Jewish _. ae ; as 83 245, 763. 91 
6. Cases in which the vestee is a business enterprise and therefore ineligible__| 6 11, 697. 92 
7. Cases in which it appears JRSO may be successor under Public Law 626__| 15 | 24, 608. 77 
8. Cases in which there is no information concerning the vestee or his heirs_-- 793 | 841, 325. 16 
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Groups 7 and 8, comprising 808 cases, appear to be the only 2 groups in which 
there will be found any significant number of cases of “heirless” assets return- 
able to JRSO as a successor organization under Public Law G26. The total value 
of the property involved in these 2 groups is $865,033.93. Assuming that as high 
a figure as half of this total should prove to be returnable under Public Law 626, 
JRSO would receive only approximately $435,000. Accordingly, the proposed 
amendment authorizing a bulk settlement of not less than $2 million and not 
more than $3 million is wholly unrealistic. The amendment would result in 
JRSO’s acquisition of assets which were not owned by persecutees of the Nazi 
government, and thus would be contrary to the intention of Congress in enacting 
Public Law 626. 

Sincerely yours, 
PauL V. Myron, 
Deputy Director, Office of Alien Property 





STATEMENT OF SEYMOUR J. RUBIN 


pO 


In connection with the earlier hearings on S. 2227 and other bills before this 
subcommittee, I handed to counsel for the subcommittee, Mr. Wood, copies of 
a statement prepared on behalf of the Jewish Restitution Successor Organization 

The background of what I would like to state to the subcommittee at this 
time is contained in that earlier statement, which describes both the background 
of the JRSO, the nature of the legislation under which it was designated by Presi- 
dent Eisenhower as successor organization under Public Law 626, and the method 
under which, in cooperation with agencies of the United States Government, it 
has prepared and filed with the Office of Alien Property some 7,000 claims to 
heirless or unclaimed property. To recapitulate very briefly, Public Law 626, 
legislation which had extensive bipartisan support and which was enacted by 
the 88d Congress, declared the policy of the United States to be that heirless 
and unclaimed property, vested by the Custodian, should be “returned” to a 
successor organization, and used for charitable and relief activities among per 
secutees who are in need and who are in the United States. The property to be 
returned was that which persecutees or their heirs would have been able to 
claim and obtain had they been alive or able to present such claims. It was felt 
that such property ought not merely escheat to the Treasury of the United 
States; that, since it was property of persecutees, it should be used for relief of 
surviving persecutees; and a Presidential Executive order, in January of 1955, 
designated the JRSO, an American charitable organization which had worked 
in the heirless property field for many years, and had been previously the designee 
of United States military government in Germany, as the appropriate organiza- 
tion, under many safeguards, to present such claims. 

Formulation and presentation of these claims, because of the almost total 
destruction of records involving those persecutees who were killed by the Nazis, 
together with their immediate families, was a task of enormous difficulty. 
Precision was impossible. A great number of claims were filed, under pro- 
cedures described in my previous statement. As a result of numerous consulta- 
tions and discussions, of attempts to work matters out in the best possible way, 
a bill wa drafted, which was suggested by the JRSO. That bill proposed a bulk 
settlement of the JRSO claims, along lines well-recognized in dealing with the 
a bill was drafted, which was suggested by the JRSO. That bill proposed a bulk 
contained in Public Law 626, and sugegsted a floor of $2 million, which seemed 
reasonable on the basis of information then available. A bill along those lines 
has in fact now been introduced in the House of Representatives (H. R. 9972) 
Like other legislation of this sort, it is entirely bipartisan in spirit, and was 
introduced by Representatives Klein and Wolverton, both members of the 
House committee having Trading With the Enemy Act jurisdiction. 

It is my feeling, based on continued discussions, that the interested Government 
agencies would favor a method of quickly settling JRSO claims. Such a method, 
based on facts developed by both the JRSO and the Office of Alien Property, 
would cut through endless delay. It would eliminate the possibility—which 
is all too likely to be the fact if individual processing of a large number of 
claims of this sort, where records are lost or destroyed—of administrative 
costs which would consume the amounts recovered. This is an even more 
serious problem for the JRSO than it would be for a normal claimant, because 
Public Law 626 prohibits the charging of administrative costs to the amounts 
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recovered—which would mean that the JRSO would have to expend charitable 
funds in what might well be a fruitless task. Moreover, such a procedure would 
eliminate a large number of claims from the crowded dockets of the Office of 
Alien Property, would prevent delay in other meritorious claims while JRSO 
claims were being processed, and would save the Government great admin- 
istrafive expense. 

I anticipate, therefore, that all will agree to the idea of quick and general 
settlement of JRSO claims. 

The question then remains as to the amount, or the manner of such a settle 

ment. In this connection, it should be frankly stated that there are some 
difficulties. L do not consider them at all insuperable; and I think that if 
we keep firmly in mind the fundamental and declared purpose of the Congress 
in enacting Public Law 626—to provide heirless funds to the surviving persecu- 
tees, administered on a charitable basis—and if we also recall that the Con- 
gress gave some estimate of the amounts which it was willing to have devoted 
to this purpose by inserting the $8 million limit in Public Law 626—we can 
arrive at a solution to this question. 
The Office of Alien Property has recently been able to complete a preliminary 
analysis of the JRSO claims. In this analysis, it has deferred consideration 
of those cliims as to which there was some adverse interest—-whether that of 
creditor or putative owner, in whole or in part. It has also deferred con- 
sideration of those claims which involved unknown amounts in omnibus ac- 
counts of foreign banks—-where there may well be considerable quantities of 
heirless property. It has—very properly—first examined the so-called ‘‘clear” 
JRSO claims. 

The results of this analysis indicate that there are a number of claims in 
Which the evidence supports the JRSO claim. And there are a number of others 
in which, the JRSO having filed a claim on the basis of its information and 
belief, the OFA has no file evidence to indicate anything contrary to the 
JIRSO claim. 

This situation has been discussed with the Office of Alien Property. It is 
our feeling that it sets the stage for an overall settlement of the JRSO claims, on 
the basis of the examination so far made, and without the necessity of further 
prolonged investigation which would almost certainly be fruitless and which 
would inevitably be tremendously expensive. 

What we now propose, on the basis of the information currently available, is 
that the Congress enact—either as a section of general legislation in this gen- 
eral field, or, preferably, as separate legislation—an act which would authorize 
the prompt settlement of these JRSO claims, on the basis of the examination 
and the situation which I have described. Such legislation would be in effect 
an amendment to Public Law 626. It would authorize and direct the President 
(who would, of course, designate the custodian or such agency as is generally 
charged with responsibility in alien property matters) to s:ttle by payment to 
the JRSO, minus the usual custodial charges, the amount of claims in situations 
in which (@) the JRSO had filed its claim, (0) the claim and the file had been 
examined by the custodian, and (c) no information adverse to the JRSO claim 
had been discovered. The amount, we understand, which would be involved, if 
this legislation were to be enacted, would be in the neighborhood of $865,000. 
This amount is, it will be noted, vastly short of the limit of $3 million set by the 
Congress in Publie Law 626. 

We recognize that the standards of proof which would govern this settlement 
are not those which would be applicable in the case of a natural claimant, appear- 
ing in person to ask for return of property which he asserts is his. But the 
situation here is a world different from that case. Here we are dealing with 
the property of those who died in the Nazi concentration camps, together with 
their families. Where, under these circumstances, are documents of title, proofs, 
ete., to come from, especially when we consider that most of these persons were 
persecuted since 1933, that deportations and separations of families under the 
worst possible circumstances were customary ? 

Moreover, the terms of Public Law 626, which were carefully reviewed by 
the Senate Judiciary Committee, not once, but several times, provide an ample 
safeguard for any individual who may later appear and claim to be the actual 
owner of property so returned to the JRSO. For the law provides that such 
persons can file claims with the JRSO for a 2-year period after the property is 
put into the agency's hands, and, if they are qualified claimants, the JRSO must 
return the property to them. In this sense—as, indeed, the terms of Public 
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Law 626 and of the President’s Executive order make clear—-the JRSO is hardly 
less than a Government agency, responsible for carrying out a policy enacted b 
the United Statcs Congress 

Under these circumstances, the JRSO would urge upon this subcommitte: 
either the bill (H. R. 9972), introduced in the House of Representatives by Kiein 
and Wolverton, or an alternative measure. The alternative could be a meas 
ure Which would authorize and direct the appropriate authorities on the execu 
tive side of the Government to settle by payment JRSO claims in situations in 
which, after investigation of the files here in the OAP office in Washington 
no information adverse to the JRSO claim has been adduced. Of course, return 
under such circumstances to the JRSO would be subject to the overriding pro 
viso of Public Law 626 that return must be made to a qu tlified owner-clau 
if he appears within a 2-year period from the date of return to the JRSO. This 
would safeguard all possible claimant interests, and would expeditiously and 
economically settle a large number of claims, the individual administration of 
which would unnecessarily burden the charitable funds of the JRSO, and the 
appropriations of the Office of Alien Property. Such a selution would leave to 
one side such claims as the others I have mentioned—involving, for example, 
claims to amounts involved in omnibus accounts—until such date as final 
determination is reached by the Government as to ultimate disposition of those 
omnibus accounts. This would again result in no administrative burden on 
anyone—private or governmental agency. 

The solution I urge would, I believe, have great merit It is essential if the 
intent of the Congress is to be carried out, as that intent is expressed in Pul 
Law 626. It would result in some small funds being made available to per 
sous here in the United States, persecutees under the Hitler regime, who ar» in 
great need. It would save administrative costs all the way around It would 
expedite consideration of other claims of the sort which have to be taken up 
on an individual basis. And it would be consonant with the humanitarian 
spirit which the United States has consistently displayed in connection with 
the relief of the first and most severely persecuted victims of Hitlerism 

lL thank the subcommittee for its attention. 


Sennator Lanoer. The next witness / 


Mr. Woop. Mr. Abraham J. Hyman of the American Jewis! 


Congress. 


STATEMENT OF ABRAHAM J. HYMAN, AMERICAN JEWISH 
CONGRESS 


Mr. Ilyman. Members of the committee, my name is Abraham S 
Hyman. I represent here and am appearing here on behalf of the 
American Jewish Congress. 

I think that is what you called it. And I was from November 1950 
to May 1953, the General Counsel of the United States War Claims 
Commission, the agency which merged into the present Foreign 
Claims Settlement Commission. In my capacity as General Counsel 
of that agency I prepared or rather directed a study of war claims 
arising out of W orld War II. 

It isa sup pleme ntary report of course under the supervision of t 
War Claims Commission. This report was submitted to the Congress 
on January 16, 1955, and as I stated at the previous time I testified here 
I believe it is fair to say that S. 2227, the bill on which I should like to 
testify briefly was in part predicated upon the recommendations made 
in that report. 

In my previous testimony on S. 2227, I made a number of recom- 
mendations. The principal recommendations had to do with the ree 
ommendation that major offenders, people who were adjudged by de- 
nazification courts to be major offenders in Germany should not be 
eligible for the return of any of their property seized under the Trad 
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ing With the Enemy Act. IT also made a recommendation that certain 
countries in Central Europe be added to the list of countries where a 
loss to be compensable may have occurred and finally we recommended 
that persons who were residents of the United States at the time of 
loss and who are citizens at the time of the enactment of the measures 
should be eligible to recover for war damages. 

In my prepared statement—I realize you're pressed for time and 
I want to be as brief as I can—I went into considerable length again 
to elaborate on the third of these recommendations; namely, that a 
person who was a resident of the United States at the time of the cessa- 
tion of hositilities and a citizen of the United States at the time of 
the enactment of the bill and the presentation of the claim should be 
eligible. 

T show British and American precedent in support of this position. 
I shall not read that —— of the statement but because I deal exten- 
sively I believe with S. 2227 with respect to the question of where a 
compensable loss must have occurred, I want to take the privilege of 
reading that portion of my statement so that Senator Langer and Mr. 
Wood may question me upon the views that the organization that I 
represent has expressed on this particular point. 

In my previous appearance before this subcommittee, we recom- 
mended that S. 2227 be amended to add other countries in central 
Europe to those listed in the bill where the loss, to be compensable, 
must have occurred. In a reexamination of this question, we became 
convinced that our earlier recommendation did not go far enough. 

In this connection, it is necessary to bear in mind that the funds 
which will be used to pay the war damage claims compensable under 
S. 2227 are funds which were provided for by the American taxpayer. 

It isa very fundamental thing to bear in mind when we try to eval- 
uate this bill. 

The fact that the funds will, under the bill, not be available for 
the payment of the claims until Germany has repaid the $100 million 
out of the postwar loan advanced to her does not alter the fact that the 
funds come from the pockets of the American taxpayer. 

I heard Mr. Clay of the Foreign Claims Settlement Commission 
this morning take the position_ that this payment of the war damages 
claims « ontempl: ated by S. 2227 will not cost the American taxpayer a 
cent. I take issue with that statement because irrespective of whether 
the Congress would appropriate this money originally or whether we 
appropriate this money after we recover a sum of money which we 
have given to Germany by way of a postwar loan, it still does not alter 
the fact that this is tax money. 

Once this point is established, it becomes clear that to honor the 
claims of Americans who lost: property in some of the countries of the 
European theater of operations and to ignore the claims of persons 
who sustained losses in other European countries and in China, Hong 
Kong, Burma, north Africa, et cetera, is discriminatory and is not in 
keeping with the traditional American policy of equal treatment for 
all citizens. 

Under the War Claims Act of 1948 the War Claims Commission, the 
predecessor of the Foreign Claims Settlement Commission, was 
charged with the responsibility of preparing a report on war claims 
arising out of World War II and of submitting its recommendations 
to the C ongress as to how these claims should ‘be handled. 
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Pursuant to this mandate, the War Claims Commission submitted 
two reports. The second of the two, to which I referred at the outset, 
namely the supplemental report on war claims, was the more compre 

hensive. 

In that report the Commission made a series of recommendations 
which, if implemented, would have treated all citizens who had sus- 
tained war losses — Specifically, it recommended a compre- 
hensive war damage bill under which war losses wherever sustained, 
would be compensable and deductions would be made of the amounts 
the claimants recover from countries in which local compensation is 
provided. 

Under this general formula, it would be assured that no citizen 
would secure an advantage over another, unless the person was for- 
tunate enough to have recovered from the country in which he sus 
tained his loss a sum in excess of his pro rata share of the amount 
appropriated by the Congress. 

To the extent that 5. 2227 does not follow the recommendations of 
the War Claims Commission’s supplementary report, it does not only 
fail to come to grips with the outstanding problem of World War II 
war claims, but 1s basically an unjust measure. 

I must in all candor before this committee say that the bill in its 
present form is a razzle-dazzle bill. It provides for the return to 
former enemy nationals property up to the sum of $10,000 taken under 
the Trading With the Enemy Act; perhaps to make this return palat- 
able and I am expressing no view of our organization on the issue of 
return of property, whether it is morally or legally right. I have 
personal views on this but I am not representing the points of view of 
the American Jewish Congress on that, but Iam tr ying to interpret the 
bill, to those who would oppose such return without taking care of 
American claimants who had sustained losses which they had expected 
to be satisfied out of the enemy assets, it christens tax money which 
the American Government is going to get back from the German Gov- 
ernment as “The German Claims Fund” (as though the funds were 
really provided by Germany) ; and it makes this tax money available 
for the payment of claims only for losses sustained in and about Ger- 
many, ben perpetuating the impression that the money comes from 
Germany and therefore should be used only to compensate losses for 
which Germany has some respons sibility. 

We cannot see how the Congress of the United States will, if 
enacts S. 2227 substantially in its present form, be able to resist the 
arguments of hundreds, perhaps thousands, of American citizens 
whom the bill completely ignores: who are they? American civilian 
citizens who sustained personal injuries in the war; the survivors 
of American civilian citizens who died in the war: citizens who 
sustained losses in the Far East, in north Africa, and in countries 
in Central Europe other than those specifically mentioned in S. 2227; 
persons fleeing Pass persecution of our enemy whom we admitted to 
our shores before and during the war and who are now citizens of the 
United States, and citizens whose rec overy under the laws of ‘he 
countries in which they sustained losses, is less than that an American 
citizen may recover under S. 2227. 

Mr. Woop. Mr. Hyman, what would be your recommendation ? 
You are telling us in your statement that those that are prohibited 




















































390 RETURN OF CONFISCATED PROPERTY 


from sharing in the benefits of S. 2227. What would be your recom- 
mendation for the subcommittee at this point ‘ 

Mr. Hyman. I list the recommendations at the end of my prepared 
statement, but I will tell it to you orally. Our recommendation would 
be as follows: In the first place you change the name of the fund in 
order not to mistake the nature of it. Call ita warclaims fund. You 
have a comprehensive war claims bill which not only honors the claims 
of American citizens who sustained losses in Central Europe, but 
which honors the claims of losses of American citizen who sustained 
losses Wherever it may be and do it all at one time because ultimately 
as We say in our statement, ultimately the Congress will have to satisfy 
these claims. The people who lost in the Far East are going to come 
with demands before you. 

— Woop. Among your recommendations you don’t state that there 
is anecessity for a direct appropriation, do you, but your recommenda- 
tions « — hend that that would be nec essary. 

Mr. Hyman. Mr. Wood, I say we are appropriating money. It is a 
ohihun notion— 

Mr. Woop. [said direct appropriation. 

Mr. Ilyman. Direct appropri: ition. What ditference does it make / 
We can get the money back in the Treasury and then reappropriate it. 
= we did not ap propriate this money and identify the payment of 

‘laims with this partic ular mone V what would h: appen to the money : 

‘he $1 —— or so which the German Government is going to repay 
~ way of repayment of its former loan would come back in the 
Preasury al that money would be appropriated. So I say the bill is 
inadequate and should be completely reconsidered, reconsidered in 
the ha of a comprehensive study that was made under section 8 of 
the War Claims Act, and then have a bill which is just and just to all 
ate satled of those who suffered losses in one part of the war. 
It was one war. We have one class of citizen and under our theory 
of government they should all be treated alike. You will have to do it 
eventually by piecemeal legislation. American citizens have been wait- 
ing for 11 years to get a comprehensive war damage bill. This does 
not represent that kind of a bill. It represents anything but that. I 
submit the recommendations to you. At the end of my prepared state- 
ment there is a certain series of recommendations which I believe if 
implemented will get you now a bill which will by patchwork eventu- 
ally be achieved by the Congress. 

Senator Lancer. Thank you. 

(The document referred to is as follows:) 















STATEMENT OF AMERICAN JEWISH CONGRESS SUBMITTED BY ABRAHAM S, HYMAN 


My name is Abraham S. Hyman. I reside at 600 West End Avenue, New York 
City. Lam executive secretary of the World Jewish Congress. From November 
1950 to May 1953 I served as the general counsel of the United States War Claims 
Comission, the agency which has been merged into the Foreign Claims Settle- 
ment Commission. In my capacity as general counsel of the War Claims Com- 
inission I directed the study of war losses suffered by Americans during World 
War If, which study is reflected in the Supplementary Report on War Claims 
submitted to the Congress on January 16, 1953. The report is House Document 
No. 67, 88d Congress, 1st session. 

Iam appearing on behalf of the American Jewish Congress to testify on S. 
2227. The American Jewish Congress is a nationwide organization of American 
Jews formed in 1918 by such American Jewish leaders as Supreme Court Justice 
Brandeis, Judge Mack, and the late Stephen S. Wise. Since its inception it has 
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consistently dedicated itself to the preservation and extension of the democrath 
way of life, and to the assurance of the fundamental freedoms of man by the 
elimination of all forms of political, social, or economic discrimination because 
of race, religion, or ancestry. 

On November 20, 1955, | appeared before this subcommittee on bebalf of the 
American Jewish Congress and testified on S. 2227. In the course of this testi 
mony I urged a number of amendments of the bill, including the following 

1. That persons adjudged by competent tribunals, such as denazification courts, 
to have been major offenders shall be excluded from the class of persons entitled 
o the return of property vested pursuant to the Trading With the Enemy Act 

2. That the list of countries where the loss, to be compensable, must have 
occurred, should be expanded to include other countries in Central Burope 

3. That eligibility for compensation for war damages should not, as the bill 
provides, be confined to persons who were citizens of the United States ut the 
time of loss, but should also extend to persons who were residents of the United 
States at the end of the war and who were citizens of the United States both at 
the time of the enactment of the law and the filing of their claims 

In my former testimony I went into great detail in discussing the first of these 
three recommendations. Today I should like to elaborate on the question of 
citizenship as an element of eligibility and to present a modification of our posi 
tion on the question of place of loss as a factor in determining whether the claim 
for the war loss shall be compeusable 

First to the question of citizenship. 

The bill, as worded, makes United States citizenship as of the date of the loss 
a prerequisite to recovery. As I indicated in my previous testimony, this require 
ment is generally considered a sine quo non in the case of the claim of an indi 

idual against a foreign government. Because an individual cannot prosecute a 
claim against a foreign government, he must turn to a state to espouse his claim 
iy the application of a legal fiction, the injury to a person is deemed to be an 
injury to the state of which he is a citizen and his state prosecutes the claim on 
his behalf. Since even legal fictions must have some basis in rationality, the rule 
in international claims has grown up that a state will not espouse a claim unless 
the person asserting it was a citizen of that state at the time of the loss—othe 
wise the theory that the state had been injured when the person sustained 1 
loss would have no validity. 

We feel that this rule has no application in the war damage claims compensable 
under §. 2227. The claims are not claims against a foreign government. In fact 
they are against no government. They are claims which the United States, in 
the exercise of its sovereign powers, may decide to honor, for good reasons, bad 
reasons, or no reasons. If I were to assign a good motive for the kind of lewisla- 
tion contemplated by S. 2227 I would say that it is to equalize the burdens of 
war among those toward whom our Government feels some responsibility or 
sympathy. 

In these circumstances, the Congress, in fixing eligibility, is not fettered by the 
rule that it must restrict recovery to persons who were citizens of the United 
States at the time of loss. Honoring claims which the Congress, in its sole and 
exclusive discretion, chooses to honor, and appropriating taxpayers’ money to 
pay the claims, it can permit itself to be as just as it wants to be. 

That is precisely what Great Britain did in the disposition of moneys which it 
received from Czechoslovakia in settlement of British nationalization claims. 

On September 28, 1949, Great Britain entered into an agreement with Czecho 
slovakia pursuant to which Czechoslovakia paid Great Britain S million pounds 
sterling “in final settlement * * * of claims with respect to British property, 
rights, and interests affected by various Czechoslovak measures of nationaliza 
tion. * * *” Article 1 of the agreement defined “British property” as property 
owned by British nationals on the date of the agreement and “at the date of the 
relevant Czechoslocak measures” [in other words, at the date of loss]. Despite 
this clear-cut provision in the agreement, the foreign compensation bill of 1950, 
enacted by the British Parliament and the order in council promulgated pursuant 
to that bill provided that persons who were British citizens either on the date 
of the official decree of confiscation, the date of the physical dispossession, or on 
the date of the agreement, were eligible to participate in the fund. Referring 
to the disparity between the provisions in the foreign compensation bill of 1950 
and the agreement with Czechoslovakia, the Secretary of State for Foreign 
Affairs reported to Parliament as follows: “These provisions follow in general 
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those of the agreements [the plural was used because the reference is to an agree- 
ment with Yugoslavia as well], but it is not practicable to follow the agreements 
entirely because they were drafted for the purpose of making settlements with 
foreign governments and not for the purpose of application as municipal legis- 
lation.” In other words, in settling the nationalization claims with Czecho- 
slovakia, Great Britain could assert the claims only of its citizens at the time 
of loss, but in distributing the bulk amount under its domestic law, it felt free 
to distribute the money as it chose, and, finding it equitable to do so, made the 
fund available to persons who were citizens at the time of the agreement—a 
much later date than the date of the loss. 

American precedent for our point of view is found in the legislative history of 
the International Claims Settlement Act of 1949, the act which implemented the 
agreement with Yugoslavia under which the United States received $17 million 
in settlement of nationalization claims of United States citizens arising out of 
nationalization of their property in Yugoslavia. The act as passed by the Senate 
provided that persons who were citizens of the United States at the time of the 
enactment of the law should be eligible to participate in the Yugoslav fund. It 
was only in conference that the Senate yielded to the House version which 
limited recovery to persons who were citizens at the time of taking. I cite this 
example only to show that there are no legal obstacles against the broadening 
of the rule of eligibility to include persons who were citizens at the time of the 
enactment of the law. 

Since there are no legal obstacles to the rule of eligibility proposed by us, 
permit me to repeat that considerations of justice demand that persons who were 
residents of the United States at the end of the war and citizens of the United 
States at the date of the enactment of the law should be eligible to compensation 
for the war losses they sustained. By adopting our recommendation, the Con- 
gress would be honoring the claims of persons who had contributed to the war 
effort, whose sons had served in the Armed Forces of the United States, who, 
as taxpayers, had contributed to the fund which is used as the source for the 
payment of the claims, and who, by virtue of having relinquished their former 
citizenship, have no government other than our own to turn to for compensation. 

Now to the question of place of loss as an element of eligibility. 

In my previous appearance before this subcommittee, we recommended that 
S. 2227 be amended to add other countries in Central Europe to those listed in 
the bill where the loss, to be compensable, must have occurred. In a reexamina- 
tion of this question, we became convinced that our earlier recommendation did 
not go far enough. 

In this connection, it is necessary to bear in mind that the funds which will 
be used to pay the war-damage claims compensable under S. 2227 are funds 
which were provided for by the American taxpayer. The fact that the funds 
will, under the bill, not be available for the payment of the claims until Ger- 
many has repaid the $100 million out of the postwar loan advanced to her does 
not alter the fact that the funds come from the pockets of the American tax- 
payer. Once this point is established, it becomes clear that to honor the claims 
of Americans who lost property in some of the countries of the European theater 
of operations and to ignore the claims of persons who sustained losses in other 
European countries and in China, Hong Kong, Burma, North Africa, ete., is 
discriminatory and is not in keeping with the traditional American policy of 
equal treatment for all citizens. 

Under the War Claims Act of 1948 the War Claims Commission, the predecessor 
of the Foreign Claims Settlement Commission, was charged with the responsi- 
bility of preparing a report on war claim arising out of World War II and 
of submitting its recommendations to the Congress as to how these claims should 
be handled. Pursuant to this mandate, the War Claims Commission submitted 
two reports. The second of the two, to which I referred at the outset, was the 
more comprehensive. In that report the Commission made a series of recom- 
mendations which, if implemented, would have treated all citizens who had 
sustained war losses equally. Specifically, it recommended a comprehensive 
war damage bill under which war losses wherever sustained, would be com- 
pensable and deductions would be made of the amounts the claimants recover 
from countries in which local compensation is provided. Under this general 
formula, it would be assured that no citizen would secure an advantage over 
another, unless the person was fortunate enough to have recovered from the 
country in which he sustained his loss a sum in excess of his pro-rata share of 
the amount appropriated by the Congress. 
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To the extent that S. 2227 does not follow the recommendations of the War 
Claims Commission’s supplementary report, it does not only fail to come to 
grips with the outstanding problem of World War II war claims, but is basically 
an unjust measure. 

I must, in all candor before this committee, say that the bill in its present 
form is a razzle-dazzle bill. It provides for the return to former enemy nationals 
property up to the sum of $10,000 taken under the Trading With the Enemy 
Act; perhaps to make this return palatable to those who would oppose such 
return without taking care of American claimants who had sustained losses 
which they had expected to be satisfied out of the enemy assets, it christens 
tax money which the American Government is going to get back from the 
German Government as “The German Claims Fund” (as though the funds 
were really provided by Germany); and it makes this tax money available 
for the payment of claims only for losses sustained in and about Germany, 
thus perpetuating the impression that the money comes from Germany and, 
therefore, should be used only to compensate losses for which Germany has 
some responsibility. 

We cannot see how the Congress of the United States will, if it enacts S. 2227 
substantially in its present form, be able to resist the arguments of hundreds, 
perhaps thousands, of American citizens whom the bill completely ignores 
Who are they? American civilian citizens who sustained personal injuries in 
the war; the survivors of American civilian citizens who died in the war; 
citizens who sustained losses in the Far East, in north Africa, and in countries 
in central Europe other than those specifically mentioned in 8S. 2227; persons 
fleeing from persecution of our enemy whom we admitted to our shores before 
and during the war and who are now citizens of the United States, and citizens 
whose recovery under the laws of the countries in which they sustained losses, 
is less than that an American citizen may recover under S. 2227. 

Because we eventually get around to do the right thing I am confident that 
by piecemeal legislation, the inequities in S. 2227 will eventually be ironed out. 
However, it must be pointed out that the American people have waited more 
than 11 years since the cessation of hostilities for a comprehensive war damage 
bill which will deal with the whole problem of outstanding war claims at one 
time. Because of the inadequacies that we have tried to point out, the bill 
which we understand is an administration measure, cannot help but be a 
disappointment to those who look to Congress for a law which is both compre 
hensive and just. 

To convert S. 2227 into a war damage compensation bill which will be both 
comprehensive and just, it should, in our judgment, be amended to: 

(1) Provide compensation for personal injury sustained by American 
civilian citizens as a result of hostilities ; 

(2) provide compensation to the survivors of American civilian citizens 
who lost their lives as a result of hostilities ; 

(3) provide uniform compensation for property losses, as a result of hos- 
tilities, sustained by American citizens, irrespective of the country where 
the loss was sustained, and to equalize the compensation, to further provide 
that compensation received under foreign or domestic legislation for the 
same types of claims shall be deducted from the first payments due under 
the law to be enacted ; 

(4) provide that persons who were residents of the United States at 
the end of the war and who are citizens of the United States at the date 
of the enactment of the law shall be entitled to recover for damage to 
property which they sustained as a result of hostilities. 

Obviously, we repeat our recommendation that persons adjudged “major of 
fenders” by denazification tribunals shall not be beneficiaries of the act of grace 
on the part of our Government, which act of grace would be represented in a 
decision to return property sequestered under the Trading With the Enemy Act 

On behalf of the American Jewish Congress I want to thank you for the 

opportunity you gave it to put its views before you. 


Senator Lancer. Call your next witness. 
_ Mr. Woop. There is a gentleman here from Cincinnati, Mr. Julius 
Szasz. Did you appear last time? Did you not appear at the last 
hearing ? 

Mr. Szasz. Yes, sir. 
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Mr. Woop. You did not submit a statement though, did you? 

Mr. Szasz. I submitted a statement. 

Mr. Woop. Did you submit a statement ? 

Mr. Szasz. Yes, sir, in November. 

Mr. Woop. And you have a supplemental statement, something in 
addition ¢ 

Mr. Szasz. I did not make it. I don’t have it in writing but I will 
make it orally snd if necessary I will submit it later. 

Mr. Woop. ldo you want to supplement ? 

Mr. Szasz. Yes. 

Mr. Woop. You want to add to what you have already said ¢ 

Mr. Szasz. Yes. 

Mr. Woop. And you will now briefly interpolate what your adi 
tion will be? 

Mr. Szasz. Yes. 

Mr. Woop. Thank you. 


STATEMENT OF JULIUS SZASZ, CINCINNATI, OHIO 


Mr. Szasz. Mr. Chairman and members of the committee, my name is 
Julius Szasz, 1 am a citizen of the United States, a resident of Cin- 
cinnati, Ohio. I would say that I was here on November 28 at the 
previous hearing and filed a statement. 

This was concerned with section 203 (e) and I recommended that 
Austria be included within the coverage of the section and that it be 
made clear that removals up until the effective date of the title be 
covered. The subcommittee will remember that I was concerned with 
Russian removals of property, which was American-owned, from Aus- 
tria which property had been previously confiscated by the Germans, 
and have been regarded as German property. 

Since that date I have made further investigation as to whether any 
compensat ion for such removals will be prov ided by Germany or Aus- 
tria or whether there is any likelihood that then it will be taken care 
of by later legislation. I may mention that I have recent absolute posi- 
tive proof by letters of renowned lawyers from Austria that the Aus- 
trian Government does not intend at the present time to do anything 
on this point, whether any compensation will be awarded. This sec- 
tion should so provide even if it is possible that the Austrian Govern- 
ment may do something later, according to my information, maybe 
in 1957 after the next election with respect to the paragraph which is 
in the Austrian Treaty which provides that American citizens should 
be regarded as Austrian citizens with respect to any compensation if 
any comes. 

It is clear that the only recourse that the American citizens can 
expect from the Russian taking of American properties which was 
allegedly German property because it had been confiscated previously 
in the Russian-occupied zone is only possible under S. 2227, if it is 
properly amended. 

It is only fair that American citizens should be treated in Austria 
on the same basis as they would be treated in Germany if their prop- 
erty would have been located there since Austria and Germany were 
during the war until the occupation by the Russians of eastern Austria 
the same as Germany and confiscations which have taken place by 
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» Russians, removals os property should be regarded as reparations 
i I would recommend also how that thi = section be amended to 
include the other countries which are referred to in section 203 (a) 
on the same principle of fairness, takings for reparations, for example, 
n Albania. Czechoslovakia, Poland, Yugoslavia, come under the same 
situation, under the same conditions as takings in Germany or any 
where else which are included in the section, All these t ikings by 
these Russians removals have to be attributed to the reparations. In 
any eve nt I woul demphi: isize that even if there should come a situation 
where Austria or any other of these countries would later bring u 
legislation which will provide for some kind of compensation of sue 
removals under this section 204 (b) there is already a provision that 
any amount acquired from such loc al legislation will be deducted from 
the awards to be received from the Commission in the United States. 

There is no possibility of double compensation. This has been the 
new fact which I want to bring up to supplement my previously sub- 
mitted proposition. If necessary, if the committee wants it, I will sub- 
mit a written statement of this oral testimony. 

Mr. Woop. Thank you very much. 

Senator Lancer. Call the next witness. 

Mr. Szasz. Thank you very much. 

Senator LAnNcer. Thank you for coming. 

Mr. Woop. Have we any other out-of-town witnesses here? T have 
tried to call all the out-of-town witnesses in order to accommodate 
them. If not, the next on the list is Mr. Masaoka of the Japanese 
American Citizens League. 


STATEMENT OF MIKE M. MASAOKA, JAPANESE AMERICAN 
CITIZENS LEAGUE 


Mr. Masaoka. Mr. Chairman, my name is Mike Masaoka. I am 
the Washington representative of the Japanese American Citizens 
League. I come before this committee more to indicate that persons 
of Japanese ancestry are also involved in this legislation than to argue 
a case for return because I feel that many of the witnesses who have 
appeared before you have very eloquently, logically, and in every 
other way substantiated a good case for the return of this property. 

I would, however, like to point out one or two distinctions between 
the case of Japan and Germ: ny. 

First of all, insofar as the treaty of peace with Japan is concerned, 
the Japanese Government is not required to undertake to compensate 
her nationals who lose their property or had their properties seized 
in Se United States or other allied nations. On the other hand, the 

‘aty of peace with Italy provides that the United States Govern- 
ment shall return the property to Italian nationals and the executive 
agreements with Germany provide that the West German Govern- 
ment shall undertake to compensate her nationals for the loss of her 
properties in the United States. All three of these treaties and execu- 
tive agreements were negotiated under the leadership of the United 
states. 

And yet the Japanese property owner who had his property in the 
United States is placed at a disadvantage insofar as the former na- 
tionals of former enemy countries such as Italy and Germany are 
concerned. 
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At the same time under the treaty of peace Japan is obligated and 
is doing at the present time compensating United States citizens 
whose properties were confiscated or lost in the present Japan. So 
the situation is that Japan is required to compensate American citi- 
zens for the confiscation of American property in Japan and whereas 
the United States Government is not required to return or to com- 
pensate Japanese nationals for the loss of their property here. 

May I say too, that as long as the present policy is carried out a 
disproportion: ite burden for the so-called war guilt in leu of repara- 
tions assessed against Japan is placed upon the nego an friends 
which we have in Japan and rather than upon all the Japanese peo- 
ple. The treaty of peace with Japan was presumed to be a treaty of 
reconciliation and no reparations were demanded of Japan. 

In lieu thereof, however, the United States undertakes to retain 
the property of America’s friends in Japan or rather Japanese friends 
in the United States. For the businessmen from Japan in prewar 
America knew America better than any other group. They were 
the ones who appreciated our methods of living, our methods of do- 
ing business and today they in key positions in Japan are doing 
everything possible to accept and to increase the friendship and under- 
standing between our two peoples. 

Therefore, the present policy in effect penalizes American friends 
in Japan at this time and at the time when we need these Japanese 
friends of ours more than we ever did. 

It’s interesting also to point out I believe that seven nations have 
undertaken to return Japanese property in their territories to Japan. 
These seven countries are Argentina, Brazil, Chile, and Peru as well 
as Ceylon, India, and Pakistan. 

We who are Americans wonder whether in our effort to win the 
hearts and minds of men particularly those of the uncommitted peoples 
in the Far East, we wonder whether some people in Asia are going to 
wonder whether we practice what we preach when we talk about 
equality of treatment and the sancity of private property. As far 
the sanctity of private property let me close with this one comment. 

We have today in America investments approximately $26 billion. 
We are confiscating and holding less than $500 million. 

By our system of refusing to return this private property and hold- 
ing it, holding private property to pay a national obligation, we are 
in “fact inviting foreign governments under one pretext or another to 
expropriate our $26 billion investment abroad. 

In terms of dollars, i in terms of commonsense notwithstanding the 
other aspects of international good will and friendship, notw ithstand- 
ing historic and traditional ‘American precedents, not withstanding 
what we have done for other nations, the fact that we have so much 
invested abroad which is placed in jeopardy by our continuing policy 
of confiscating and holding this property for 11 years after the 
excuse for so vesting them is gone. 

This long-overdue holding, I think, jeopardizes American invest- 
ments and I think that particular issue, Mr. Chairman, justifies early 
and favorable consideration of the complete and full return of all 
property to former German and Japanese nationals sequestrated dur- 
ing the war. 

Senator Lancer. I want to compliment you on your very fine 
statement. 
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Mr. Masoaka. Thank you. 
(The document referred to is as follows :) 


SUPPLEMENT STATEMENT OF THE JAPANESE AMERICAN CITIZENS LEAGUE RELATING 
TO THE RETURN OF WARTIME SEQUESTRATED PROPERTY 


INTRODUCTION 


Because the property rights of a substantial number of American citizens of 
Japanese ancestry and their relatives and friends are at stake, and because the 
good will between the United States and Japan can be strained, the Japanese 
American Citizens League (JACL) is particularly concerned that the outcome 
of these hearings shall result in the amendment by the Congress of the Trading 
With the Enemy Act to authorize the complete and full return, or payment in 
lieu thereof, of all German and Japanese property vested during and after World 
War II under the provisions of that statute. 

As the only national organization of Americans of Japanese ancestry, the 
interests of our members and their families are vital, as is the effect of this 
legislation on the cordial relationship existing between our native country and 
the land of our ancestry. 

As Americans who believe in the sanctity of private property as a cornerstone 
of our economic and political philosophy, we cannot condone any statute that 
negates this cardinal principle by insisting that the private property of indi- 
viduals shall be confiscated to meet the public obligations of a sovereign nation. 

Moreover, in the light of the billions which we Americans have invested in 
foreign countries throughout the free world, we cannot defend any legislation 
which invites other nations to expropriate United States properties abroad 

Last November 30 (1955), we submitted for inclusion in the Record a detailed 
statement of our position. 

At this time, we shall merely summarize our arguments, with specific reference 
to the Japanese properties still in the custody of the Office of Alien Property of 
the Department of Justice. This does not mean that we are not also concerned 
with the return of sequestrated German property, for the principles and argu 
ments underlying this question are identical. We are confident that represenia 
tives of the German property owners will be ably represented, and since we 
are more aware of the sentiments of the Japanese property owners, we shall 
devote our presentation to their point of view. 

We shall do this, not as technicians or as legal advocates, but as laymen con- 
cerned with the principles involved, and as American citizens who because of our 
Japanese ancestry can sympathize with the feelings of those caught in the vise 
of this program. We cannot and do not represent the official views of the 
Japanese Government, nor even of the Japanese nationals and the Japanese 
companies and corporations whose properties have been vested. We do not 
represent any specific claimants. 

We shall not discuss the precedents which have been established for the 
return of this property, such as the example after World War I or that enunci- 
ated by the Italian Peace Treaty of 1947; nor the historic position taken by 
American statesmen from the beginning of the Republic; nor the inexplicable 
reversal of our Secretary of State’s attitude from first advocating complete 
return of this wartime confiscated property to his present proposal to return 
only up to $10,000 and then only to natural persons. 


TYPES OF CLAIMS 


As we understand the claims against the Office of Alien Property, there are 
five classes or categories of title claims involving persons of Japanese ancestry 
totaling almost $90 million. 

(1) Beneficiaries in Japan of insurance policies, bequests, trusts, etc., made 
by United States (including Hawaii) citizens or resident aliens in this country 
to their parents, family members, or relatives residing in Japan. 

In this category, we wish to call special attention to the contradictory policy 
of the Office of Alien Property. When an American soldier of Japanese ancestry 
was killed in our country’s service in World War II or in Korea, our under- 
standing is that his national service life-insurance benefits were paid to his 
beneficiaries even though they were residing in Japan. On the other hand, if 
this same soldier also had some private insurance, his same beneficiaries in 
Japan were not qualified to receive these benefits which the Office of Alien 
Property vested. 
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We can find no provision in the Trading With the Enemy Act which authorizes 
the Office of Alien Property to draw this fine distinction between the insurance 
policies of the Government and private companies. 

(2) American citizens, both native born and naturalized, Whose properties 
were vested on the grounds that they were not the actual owners but were 
“cloaking” the properties for the “real” owners in Japan. 

It seems quite fundamental to us that where there is a question as to whether 
a United States citizen or a foreign national is the owuer of property, any 
doubts should be resolved in favor of the American citizen, particularly in those 
cases in which the alleged foreign owners fail to file claims. 

(3) United States citizens who were stranded in Japan during the war and 
are still there and whose properties remain vested by the Office of Alien Prop- 
erty through the war itself has been over for more than 10 years. 

It is our belief that an American citizen, regardless of his domicile even in 
former enemy country, is entitled to the return of his property and that the 
citizenship of any American should not be qualified or restricted because of his 
place of residence. 

(4) Alien permanent residents of the United States who were stranded in 
Japan during the war and others who are former residents of this country who 
returned to Japan prior to the war and whose properties in the United States 
were vested on the theery that they were “enemy nationals” residing in a former 
“enemy” nation. 

Most of these vested properties are small bank accounts and such properties 
as homes, lots, insurance policies, ete., involving funds earned in the United 
States and kept here in this country, instead of being transferred to Japan prior 
to the war where they might have been of value to the military then in control 
of that government. 

(5) Properties of Japanese nationals and businesses, including corporations 
and other juridical entities. 

Since these comprise the bulk of the vested properties, representing the holdings 
of the Japanese commercial, business, and financial enterprises which were in 
this country at the time of the outbreak of war, our statement will be directed 
to this category of claims which is so important to our international well-being. 

In addition to title claims, there are various types of debt claims, the most 
numerous of which are those by American citizens and resident aliens of Japa- 
nese ancestry for prewar deposits made with various Japanese banks which had 
branches in this country. 


JAPANESE PEACE TREATY 


Inasmuch as these properties of Japanese owners were sequestrated by au- 
thority of the Trading With the Enemy Act, as amended, a domestic statute, 
questions have been raised as to the provisions of the treaty of peace with 
Japan in respect to this matter. 

sv the terms of the treaty of peace, Japan was required to relinquish all rights 
to overseas property, both public and private. 

However, some hope for the eventual return of this private property through 
remedial legislation was held out in that the treaty provided that the disposal 
of such private property should be exercised in accordance with the laws of 
the Allied Powers concerned, with the owner only having such rights as given 
him by those laws. The Japanese property holder, therefore, well aware of 
traditional American policy and practice, confidently anticipated the early return 
of his property holdings in the United States. 

On theother hand, some misgivings were held because of the absence in the 
treaty of those special provisions to compensate overseas owners of their prop- 
erty losses, such as those protecting German and Italian property owners. To 
some Japanese, this appeared to be rank discrimination in favor of Italy and 
Germany as against Japan. 

The treaty of peace with Italy specifically provided for the full and complete 
return of wartime vested property to both natural and corporate Italian persons, 
provided that the Italian Government paid a sum of $5 million to pay American 
war claims against Italy; or to state it in another way, our Government returned 
the vested property of Italian nationals after the war and further provided that 
the Italian Government undertake to compensate those of her citizens whose 
property was not returned. 

In the Bonn agreement with West Germany our Government required her to 
compensate her nationals for vested property which was not returned. 
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No provision in the treaty of peace with Japan was included whereby she was 
to provide compensation for her nationals whose property was vested by the 
United States. 

Furthermore, Japan was declared that she cannot compensate her nationals for 
property confiscated by the United States because she is not in a position to com 
pensate her nationals for the losses suffered in such former possessions as Ma 
churia, Korea, ete. 

To discriminate against present-day allies does not preserve good will. In 
World War II, Italy, Germany, and Japan were all enemies of the United States 
and her associated nations. Now, all three are counted on as allies. But Ita 
has been more favorably treated as to her seized property in the United States 
than have Germany and Japan. The time has now come when this obvious dis 
crimination against 2 or 3 allies who were once our enemies must be eliminated 
and all vested property belonging to Germany and Japan and her nationals should 
be returned or payment made in full forthwith. 


rREATY OF RECONCILIATION 


The fact that the treaty of peace with Japan of 1951 has been called the treaty 
of reconciliation stems from the fact that the heretofore burdening repara 
tions were waived by the Allied Powers. By the terms of the treaty in chapter \ 
article 14 (a), Japan recognized that reparations to the Allied Powers should be 


paid. But it was also recognized that since it would be impossible to do so and 
Japan still maintain a viable economy, the services of the Japanese people would 
he negotiated instead with the Allied Powers whose present territories were occu 
pied by Japanese forces for repairing the damage done 

These negotiations have been underway with the Asian countries, and one 


with Burma, has been concluded. 

Furthermore, article 16 provides that assets of Japan in neutral countries and 
countries at war with the Allied Powers, or the equivalent of such assets, shal 
be transferred to the International Committee of the Red Cross for liquidation 
to be paid as indemnity to those members of he armed forces of the Allied Pow 
ers and their families who suffered undue hardships while prisoners of w f 
Japan. 

The United States first joined with 12 other nations in the claim under this 
article but afterwards renounced these rights. Instead, under the War Claims 
Act of 1948 the United States Government took the liquidated proceeds of Japanese 
and German vested property and paid American prisoners of the war of the 
Japanese, thus using funds from vested private property to pay a national obliga 
tion of the Japanese Government. 

The payment by the Japanese Government under article 16 totaled about 
£4,500,000 and was completed in May 1955. 

If the treaty of peace with Japan were to be considered a treaty of reconcilia- 
tion, the sincerity of that principle is dubious and questioned by the people of 
Japan when the confiscated assets of Japanese private property, in lieu of repa- 
rations, are used to meet the public responsibility of the Japanese Government 


AMERICAN CLAIMS IN JAPAN 


In addition, Japan, in accordance with its treaty obligations under chapter V, 
article 15, has established a procedure whereby claims against United States 
property in Japan vested, damaged, or lost during the war are being adjudicated 
and paid. 

Our understanding of the situation there is that 598 Americans filed claims 
for a total of $51,038,000 for damages or loss to their property in Japan. 

As of the end of January 1955, $8,951,520 had been paid to American claimants, 
thereby attesting to the fact that this program is well under way. 

if Japan is so doing, even though under treaty obligations, we look askance 
at the policy of the United States in holding the vested Japanese property in 
this country. 

SEVEN NATIONS RETURN PROPERTY 


Seven nations have already adopted a policy of returning Japanese property) 
seized during the late war and have either completed the return or payment for 
such property or are now in the process of doing so. 

These countries are Argentina, Brazil, Chile, and Peru in this hemisphere 
and Ceylon, India, and Pakistan in Asia. 
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It would be ironical that the United States which was forced into the role of 
leader of the free world after World War II should face the criticism that she 
cannot lead the way when the purse strings of confiscated private property are 
involved. 

AMERICAN CITIZENS’ INTERESTS 


No statement urging the return of wartime sequestrated property would be 
complete without a plea on behalf of our own citizens, Americans of Japanese 
and German ancestry, naturalized and native born. Surely, our citizens are 
entitled to consideration in this problem. 

First, there are American citizens residing in this country whose properties 
remain vested, even though no claim has been made by German or Japanese 
nationals, on the theory that these Americans are “cloaking” the properties for 
former enemy nationals. 

Then, there are American citizens residing in Japan and Germany who are 
ineligible to file a claim for the return of their property simply because, in war- 
time, they were stranded in hostile nations and today continue to reside in those 
territories for business or compassionate reasons. 

Finally, theer are those American citizens who voluntarily named parents, 
family members, and friends who were residing in prewar Japan and Germany 
beneficiaries of insurance policies, trusts, gifts, etc. These citizens earned the 
money Which they intended to convey here in the United States, and these desig- 
nations and conveyances were made according to law. 

It seems clear to us that the Trading With the Enemy Act clearly discrimi- 
nates against certain American citizens when such anomalous situations as these 
are allowed to continue in an era of peace and good will between the United 
States and Germany and Japan. 

Since the reason for vesting, to prevent their use by the enemy, no longer 
exists, JACL urges that our own American citizens or their named beneficiaries 
be entitled to the return of all sequestrated property. 


NEED FOR APPROPRIATIONS 


In recalling previous hearings on this subject of returning vested property, 
the question of needed appropriations by the Congress to pay for the liquidated 
properties has always been a most vigorously pursued one. 

Since practically all sequestrated Japanese properties have been liquidated by 
the Office of Alien Property and their proceeds transferred to the War Claims 
Commission as provided in the War Claims Act of 1948, this problem is of special 
moment to the Japanese owners. 

As this Senate Judiciary Committee itself declared in its report on a prede- 
cessor full return bill in the summer of 1954: “For those who are agreed that a 
policy of contiscation of private property is inimical to historic policy, public 
intrest, and sound judgment, there is no question of appropriation to reimburse 
individuals whose property has been seized.” 

The committee report states that the money to pay for war claims should have 
come from the Treasury, and not from the liquidated proceeds of vested property 
in the first place. Therefore, the committee felt that the necessary funds to 
compensate for the liquidated proceeds should logically come from the Treasury. 

JACL concurs in this view. Since the Treasury was not called upon to pay 
the war claims of United States citizens under the 1948 act, using instead funds 
diverted from the Office of Alien Property and belonging to German and Japa- 
nese owners, it should now be called upon to make up for its improper use of 
moneys from the Office of Alien Property. 

For the sake of America’s future, we are of the considered opinion that the 
question of what should be done with these wartime confiscated properties is 
sufficiently important as an issue to stand alone and to be considered alone as a 
basic issue to be resolved. 

We take the same position in regard to the postwar economic aid given to 
Japan. 

We hold that these 2 entirely unrelated subject matters should be considered 
and treated as 2 separate and different problems. 

The public problem of debt settlements should not be confused with, or tied to, 
the entirely different private problem of paying for confiscated property. To 
provide payment contingent on a debt settlement is to violate the very principle 
which our present policy in relation to these properties profane, that private 
property should not be used to meet public obligations. 
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PRIORITY OF RETURN OR PAYMENT 


A considerable amount of the vested properties have been liquidated. Where 
there are no major debt claims against these liquidated properties, we believe 
that sound administrative practice would dictate priority return of these prop 
erties, without regard to dates of vesting or filing of claims on the part of the 
original owners. 

Some of the properties have increased in value and the problem of so-called 
windfall profits is involved. In others, American stockholders have a stake, 
while in still others questions of labor and management must be settled 

In order that properties in controversy will not be allowed to hold up the 
speedy return of the liquidated, uncontested properties, priority of return should 
be determined by the unencumbered status of the property. 


REASONS FOR JACL SUPPORT 


There are two basic reasons from the international point of view why JACL 
vigorously supports the return of the confiscated property; both have the same 
end in view: that it is to our own best self-interest to do so. 


POLITICAL BEASON 


The first reason is political. America is taking a new look at her foreign 
policy. Why is it beginning to show signs of corrosion? Where does she find 
her support in her allies? 

FRIENDS OF AMERICA 


The businessmen who established the prewar enterprises in this country were 
those who had the greatest faith and friendship for America. They know 
America best and are the logical ones to best advocate a national policy for 
Japan of close cooperation and amity with the United States. 

rheir United States executives and employees were among the best. 

Trained and learned in the ways of the United States, they are eagerly 
sought by the Government and industry for advice and counsel, not only 
regarding American Government policies and practices but also concerning 
private industrial operations and methods. 

The United States still remains in the eyes of the vast majority of 
Japanese the nation with the most to offer Japan and the one to emulate. 

Based upon our limited knowledge of the situation in pre-World War II 
days, although they were Japanese firms, not one of them was anti-America 
in the sense that they attempted to commit espionage or sabotage; nor did 
any of them encourage the militarists then in control of Japan to wage war 
against the United States. 

As a matter of fact, these companies had so much to lose in case of war 
between the United States and Japan that they opposed the war as much 
as individuals and businesses could in those tragic days of Japan. These 
were the people who knew at firsthand the tremendous power and resources 
of this land that could overwhelm an impoverished Japan’s relative poten- 
tial. 

DISPROPORTIONATE BURDEN 


It is quite evident that by retaining these confiscated properties of pri- 
vate Japanese individuals and businesses, we are alienating our best friends, 
those who are most qualified to preach the doctrine of free enterprise in the 
new democratic society that is Japan’s. 

To suggest that the private properties of these few individuals and busi- 
nesses should be used to pay for the war guilt of Japan is to require these 
few to assume a disproportionate share of their nation’s obligations in this 
regard. 

Had the Japanese Government been required to pay reparations, then these 
private properties would, in all probability, have been returned, and the 
Japanese Government would have taxed all of the people of Japan. But as 
the matter stands at present, a comparatively few are forced to bear the whole 
burden for the entire nation’s “war guilt.” 


AMERICA’S NEED FOR A VITALIZED FOREIGN POLICY 


Recent reports from southeast Asia indicate clearly the inroads which 
Soviet Russia has made on its economic penetration there. America is search- 
ing for a vitalized foreign policy. 
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Can we afford to confiscate the private property of a now friendly ally 
which might instead provide the incentive to spur its dubious economy and 
bolster the sagging economies of southeast Asia? 

Are we to default to Government confiscation of private property while the 
Russians offer economic aid to the newly independent countries of southeast 
Asia? 

Do we preach the virtues of private property and dynamic capitalism, the 
people’s capitalism, and confiscate private property? 

Insofar as our right hand ignores what our left hand does, we subject our 
foreign policy to undue criticism and to the dubious intent of sincerity voiced 
by our Government, 

Though but a decade ago Germany and Japan were our implacable foes, 
today we call upon them to stand firm against the encroachment of communism. 

Both Germany and Japan are the great industrial workshops of their re- 
spective areas. Both have the trained manpower that communism covets. 

The new look in Soviet Russia’s foreign policy is not infiltration through 
military subversion but through economic assistance. 

To return, or to pay, German and Japanese owners for the property which our 
Government seized in wartime would be one of the most effective policies that 
we could possibly launch. The United States cannot afford to alienate the ties 
which bind the free world together ; Japan and the West German Republic are the 
frontiers of that area. 

ECONOMIC REASON 


The second basic reason for the return of the confiscated property is economic, 
again in our own national self-interest. West Germany and Japan could well 
use the dollars or property so returned in the rehabilitation of their war-wrecked 
economies. 

The vested amounts involved are relatively small, but their significance cannot 
be underestimated. For Japan especially the payment of even a few millions 
in dollars may well ignite the spark of reconstruction. 

By strengthening our friends in Japan and Germany by returning this property 
we are helping to speed the day when these two allies will no longer need 
economic and military aid from us. To that extent, the American taxpayer will 
have his burden lessened, while, at the same time, our western and eastern 
ramparts of freedom will become economically stable and better able to ward 
off Communist lures. 

In addition, the return of this property will enable many of these prewar 
companies and businesses either to reopen their offices and branches in this 
country or expand and enlarge them, thereby contributing to greater commerce 
and trade between these two Pacific powers. 

Finally, we cannot overlook the significance of this legislation in terms of 
American investments abroad, investments totaling close to $26 billion, with an 
annual interest of $6 billion to American investors alone, amounting to many 
times the total amount of wartime vested property. 

Can we afford to continue to hold German and Japanese property confiscated 
during a war that ended more than a decade ago and risk the precedent that 
such practices invite, the expropriation by other governments on one pretext or 
another of these billions in American investments abroad? 

For the relatively infinitesimal $500 million involved at the very most in vested 
German and Japanese property we can better assure the sanctity of American 
private property in foreign countries by reversing our present policies and return- 
ing to our historic tradition regarding the inviolability of private property. 


CONCLUSION 


The JACL believes that the time is long overdue when the Congress should 
enact legislation directing and authorizing the Attorney General of the United 
States to make full and complete return of all wartime sequestrated property 
or to compensate in full therefor where return is impossible or impractical. 

Such a program, we believe, is in our own national self-interest, both politi- 
cally and economically. 

In a tension-filled world, the United States, aware of its responsibilities, must 
show leadership and guidance. We must practice our traditional convictions for 
the sanctity of private property, with which all peoples are familiar. We must 
not disillusion them. We want to encourage them to follow our lead. But this 
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particulas program, holding on to confiscated private property, coula result in 
an orgy of expropriation on the part of other nations, with the resultant destruc 
tion of our present system of international investments and an incalculable loss 
in dollars. And what of the loss of prestige to our country? 

More than 10 vears after the end of hostilities, in which we vested these Gern 
and Japanese properties on the grounds that they should not be used to aid the 
enemies’ war effort, it little profits the United States to generalize and try to 
explain to our now friendly allies that we cannot afford to return their properties 
because the proceeds from their liquidation has been used by another agency for 
an entirely unrelated program, and that, therefore, we must reject our histori 
principle of the inviolability of private property, especially in terms of confisca 
tion for the public obligations of a now repudiated government 

To place a dollar sign on our principles is not the way to gain converts to our 
cause nor to inspire other nations to follow our leadership 

TACL urges, therefore, not only in our national interest but in the international 
interest that legislation be enacted immediately which will return wartime vested 
German and Japanese property to their former owners, thereby validating his 
toric American practices and inspiring anew the peoples of Germany and Japan 
in good will and friendship of our country for theirs 

Senator Lancer. Call the next witness. 


Mr. Woop. Mr. Pearce / 


STATEMENT OF CHARLES C. PEARCE, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


Mr. Pearce. Mr. Chairman and members of the subcommittee, lam 
4 member of the District of Columbia bar and of the New York bar. 

I represent a substantial number of individual German claimants 
who seek the return of their vested pr ivate property. I also represent 
a number of claimants who are asserting very substantial war-damage 
claims against Germany. 

I appear here today to testify with respect to S. 2227 and to recom 
mend that S. 2227 be amended and revised to conform to the provisions 
of H. R. 9864, introduced by Congressman Usher L. Burdick, of North 
Dakota, on March 12, 1956. Preliminarily I desire to submit to and 
file with the committee at this time the following documents: 

(1) A copy of H. R. 9864 and (2) a copy of a five-page memorandum 
which I prepared which seeks to emphasize the outstanding respects in 
which H. R. 9564 is preferable to the State Department bill S. 2227. 

The purpose of this statement is to point up and accentuate orally 
the desirability of adoption by this committee of the provisions of 
H. R. 9864 as op posed to those of S. 992%. 

The purpose of this oral statement which I shall limit to a very 
few minutes is to accentuate orally if I can the desirability of adop 
tion of H. R. 9864 prov isions over those of S. 2227. 

One, H. R. 9864 1s in accord with S. 2227 in eliminating at this time 
return of German corporate vested property. However, the return 
of such corporate property is not omitted from H. R. 9864 as a matter 
of principle but only for the reason that in our view the return of such 
corporate property presents certain controversial issues which should 
be dealt with in separate legislation after further study and hearings 
by Senate and House committees. 

Two, there is no ceiling of $10,000 in H. R. 9864 on return of vested 
property of natural German citizens. This $10,000 ce ling in S. 2227 
is indefensible. It penalizes through confiscation all individual Ge1 
mans who had more than $10,000 in assets here. 
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Why this discriminating distinction? If it is unethical to keep 
confiscated property worth $10,000 or less, why is it ethical to oo 
confiscated property worth more than $10,000% This $10,000 ceiling 
in S. 2227 comprises the equitable principle justifying full return 
by providing only deuslaonal or partial return, This great equitable 
principle which recognizes the sanctity of private property forbids 
the confiscation of private property without just compensation and 
this principle cannot be satisfied except by full return. 

Three, the State Department bill is similar ‘ly indefensible in provid- 
ing an arbitrary ceiling of $10,000 as to United States citizens’ war 
damage claims against Germany. Such an arbitrary ceiling of $10,000 
flouts the equitable principle justifying full recovery of such damages. 
H. R. 9864 properly allows recovery of such damages in the full 
provable amount thereby recognizing the equitable principle which 
justifies full and just compensation “for property loss. HH. R. 9864 
further provides that United States war damage claimants shall be 
entitled to the replacement cost of the lost or destroyed property as of 
the date of award or judgment. By so providing H. R. 9864 is realistic 
in recognizing that replacement costs may have substantially increased 
since the date of loss. 

H. R. 9864 also rightly excludes evidence of value or replacement 
cost from the spoilators of the lost or destroyed property. 

Four, S. 2227 improperly limits the class of United States claim- 
ants to those who were United States citizens at the time of loss, 
whereas H. R. 9864 properly enlarges the class of claimants to ine lude 
those who are United States citizens at the time of passage of the act 

1. e., H. R. 9864). 

Obviously, former nationals of certain countries allied with the 
United States in World War II cannot recover war damages from the 
governments of those countries since they are all presently Communist- 
dominated. 

Deserving claimants who were formerly citizens of countries allied 
with the United States in World War II or who fought in the Armed 
Forces of the United States in World War IL would not be unjustly 
excluded from the category of claimants as is done by S. 2227. 

H. R. 9864 averts this grave injustice to these categories of claim- 
ants by enabling them to file war damage claims if they ultimately 
became United States citizens prior to the date of the passage of 
H. R. 9864. 

Five, S. 2227 provides that the decisions of the Attorney General 
with respect to the return of vested property shall be final, whereas 
H. R. 9864 properly provides that those decisions shall be subject to 
judicial review in the same manner as other administrative decisions 
of administrative officials or bodies in our Federal system, as provided 
in section 1009A of the Administrative Procedure Act. 

There is no more reason why the decisions of the Attorney General 
should be final in these cases than the decisions of other administrative 
officials. This provision for judicial review will not in any respect 
delay the return of vested property as some suggest. The Secretary of 
the Treasury can cover into the Treasury an adequate reserve in the 
amount of the claim as to which judicial review is being availed of. 

Six, S. 2227 provides no relief for the war damage claimant if the 
Foreign Claims Settlement Commission fails to act on a claim within 
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2 years. H. R. 9864 gives the claimant in such a contingency the right 
to then sue de novo in the United States District Court for the District 
of Columbia or in the Court of Claims. 

Seven, S. 2227 leaves the claimant remediless if the decision of the 
Foreign Claims Settlement Commission is adverse. H. R. 9864, on 
the other hand, properly gives the claimant the right to have full judi 
cial review of such decision as a check against siiialdineiion absolu 
tion. Again H. R. 9564 provides that judicial review of the Commis 
sion’s decisions shall not delay the payment of all other awards which 
have been accepted since the Treasury can set up an adequate reserve 
in those cases in which judicial review is being sought. 

S. 2227 contains no protection against the collapse or breakdown of 
the German program of repayment for postwar economic assistanc 
or to express it in another fashion, suppose Germany through negotia- 
tion succeeded in having her obligation of repayment of the $1 
billion abrogated or subst: intially reduced in amount. As a check 
against any German efforts in this latter direction H. R. 9864 e xplicitly 
provides the payment of United States war damage claims shall be 
effectuated as rapidly in terms of aggregate amounts in any calendar 
year as return of German vested assets. 

S. 2227 does not provide proper financing for the payment of 
United States war-damage claims as it does not set up adequate funds 
for the payment in full of all United States war-damage claims. 

If the State Department, whose duty it has been to collect damages 
for such losses in the form of eae has for any reason not 
fulfilled its duty in this respect (as for instance by the restrictive 
provisions of the London Debt Agreement of 1953 or the Paris Repara 
tions Agreement) it follows, it would seem to us, that it is the obli 
gation of the Congress to come to the aid of United States nationals 
by providing the appropriate measure whereby such claimants may 
be indemnified for their damages. It is now over 10 years since the 
end of World War II and it seems to the proponents of H. R. 9864 
that it is about time, at long last, that some program of compensation 
of the war-damage claims of United States citizens should be effectu- 
ated. Many of the nations whose citizens suffered war damages in 
World War II have set up similar programs for indemnification 
such as: Algeria, Australia, Austria, Belgium, Burma, Canada, Den 
mark, Finland, France, Germany, Italy, Luxembourg, Federation of 
Malaya, Malta, Netherlands, Norway, Switzerland, Thailand, Tunisia, 
United Kingdom. (See H. Doc. No. 67, 83d Cong., Ist sess., pp. 
201-233. ) 

Can United States business concerns in the future be persuaded 
to make capital outlays and contribute their skilled services in foreign 
enterprises and foreign markets when they know that American war 
damage claimants have been left remediless as to their war-damage 
claims in World War II? 

While the American war-damage claimant has been ignored = 
left remediless, by contrast the United States since World Wa oe 
has showered billions of dollars, chiefly in direct grants and p: arti ally 
in loans, upon the nations of Europe and Asia. 

The President has just requested an additional sum of $4,859,975.000 
for his foreign-aid program. 

H. R. 9864 allocates ample funds to finance the payment of war 
damage claims in full by utilizing the entire $1 billion owed by 
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Germany for postwar economic assistance and by utilizing the United 
States reparations recovered from Germany under the Paris Repara- 
tion Agreement in the amount of $27,717380.57. 


If. R. 9864 narrows the issues involved to two fundamental! 
questions : 

1. Are we deliberately going to adopt a policy of confiscation of 
vested German private property and thereby, in effect, follow the 


current Russian Communist pattern of confise ation of priv: ite prope rty 
without compensation { 


Are we going to ignore the legitimate claims of United States 
nationals for their property losses in foreign countries in World 
War I] 4 

For the reasons expounded it is our belief that the provisions of 
H. R. 9864 more adequately ea the issues involved in amendments 
tothe Trading With the Enemy Act than do the provisions of S. 2227. 

Senator Lancer. Thank you. 


Mr. Wood, I want you to read into the record another letter from 
Mr. John McCloy. I think it is one of the most important. letters in 
the entire hearing. 

Mr. Woop. This has been read into the record. T will read it again. 
it is addressed to Senator Johnston, dated April 17, 1956. | Reading: ] 


My Dear Senator: I have your letter of April 15 and I am very pleased to take 
this opportunity to state my viewpoint on the matter of vesting former enemy 
assets and particularly to make clear some of the statements which have been 
made in connection with a recent letter I wrote to Senator Lauger in regard to 
some inquiries which he addressed to me respecting the memorandum initialed 
by Messers. Roosevelt and Churchill at Quebec. 

Taking the latter subject first, I enclose a copy of my letter to Senator Langer, 
which I understand has already appeared in the Congressional Record. In that 
letter I was simply replying to the suggestion that a reference of some sort to 
the se’zure of enemy assets had been contained in the Quebec memorandum but 
had subsequently been suppressed. My letter denied that suggestion. However, 
I really believe that the contents of that memorandum, as well as the contents 
f my letter, have no real relevancy to the question of the vesting of former 
enemy ussets. Whatever the motivation for the action which resulted in the 
seizure of enemy assets may have been, they were seized in accordance with a 
custom that is as old as the hills in case of wars. In short, I am quite clear that 
neither the seizure nor the possibility of return was an incident of the so-called 
Morgenthau plan. 

As to the general principle of the return of former enemy assets, I have always 
felt that, assuming the claims of American private citizens were adequately taken 
care of, our policy should always be directed toward the return of seized private 
property. I recognize that certain transcendent national policies or security 
considerations may be involved which would contravene in certair cases the full 
recognition of this policy, but these contraventions should be the exception rather 
than the rule. I have not examined the provisions of the various bills now before 
Congress, but to the extent that they do operate to recognize this principle i 
would be in favor of them. 

I hesitate to express my views, particularly in relation to German assets, by 
reason of the fact that I was somewhat recently a Government official dealing 
with the rehabilitation of West Germany. I am aware of some complexities in 
regard to the German situation as to which I would be hesitant to testify without 
a fuller knowledge of all considerations that might apply to particular pieces of 
the proposed legislation. But quite apart from my interest in Germany and my 
former position as United States High Commissioner to that country, I do feel 
that the principle that I have stated above is a sound one and ought to be recog- 
nized by the United States. 

Sincerely, 


JoHN J. McCtoy. 
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Senator Laneer. Is Ben Peters here? He is not here. Mr. Reiter? 
Mr. Woop. Robert H. Reiter is an attorney of Washington, D. C. 


STATEMENT OF ROBERT H. REITER, WASHINGTON, D. C. 


Mr. Rerrer. Mr. Chairman, as I indicated to Mr. Wood yesterday 
we want to submit certain amendments and I would like to present our 
written statement within the 10-day period to be included at the end 
of my statement. 

For present purposes I would merely like to point out a few indi 
vidual questions that have arisen in the legislation thus far under 
consideration which I would like to just point up. First of all I hap 
pened to be in Germany in the fall and while in Ber - I had occasion 
to talk with people who had vested property in the United States in 
two categories, one, people who had property here and who escaped 
from East Germany into West Berlin, just prior to January 1, 1954, 
the date which is stated as the deadline in S. 995. This particular 
gentleman could not get a job. He could not get any kind of recogni- 
tion due to the fact that the German takes the position they don’t want 
people to escape right now because it would completely eliminate the 
democratic group in East Germany and they are hoping to make all 
of Germany democratic. 

The other group are people who are in this position who stayed in 
East Berlin because they had to make a living there. 

The problem is simply this: Both under 5S. 995 and S. 2227 there are 
deadlines stated in S. 995. It says, in order to be eligible for return 
one must be outside of a Communist-dominated area on January 1, 
1954; so if a person, for example, is outside the Communist-dominated 
area today, he would qualify for a return or if he comes, a year from 
now he would not qualify. 

Similarly S. 2227 says he must have been out by January 1, 1955. 
It was recently set out very clearly in an article by Mr, Pell, who is di- 

rector of the International Rescue Committee, the great difficulty that 
these people who are escaping from East Germany into West Germany 
are having—just to give you one short statement he made in this article 
which pas published in the Washington Post on April 1, 1956. He 
says: 

One of the many difficulties refugees face in West Germany is that legal status 
and working papers are given only to those who can establish that they would 
have been persecuted or imprisoned for political reasons if they had remained 
under Communist rule. 

This policy stems from the widely held opinion in West Germany that if all 
individuals opposing the Communist puppet regime in East Germany were given 
sanctuary, there would be a mass exodus. 

East Germany would be emptied of its anti-Communists and the reunification 
of Germany would be further postponed. 

Therefore my further suggestion is that this legislation be amended 
to state that at such time as a person does come out into a democratic 
area he should then be able to claim the return of his property. 

The position of the Government is there will be more legislation 
later on to take care of those people but I don’t think that can be re- 
lied on. 

It would be a factor to encourage people to look forward to a dem- 
ocratic hope if they knew if they came to the West they would have 
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the opportunity of getting their money back without waiting for new 
legislation and potential hope for legislation. 

We know how long this Sneiadations has been pending so far. The 
second question I want to pose is that no consideration whatever thus 
far has been given to another class of people who had property vested 
in the United States, namely World War I claimants. This question 
has not been straightened out in the entire period of time after World 
War L. 

The problem is very briefly this: That when Germany defaulted 
in 1931 otherwise on its agreement to pay American war claimants 
Congress enacted legislation under which the President said that no 
claims of Germans shall be paid for the return of World War I prop- 
erty until all the Americans had been paid or until the Germans were 
not in default on their obligations. The fact is as of 1953, in the 
course of the London Debt Conference, Germany and the United 
States entered into a new agreement for the payment of these bonds. 
Germany has not been in default. I won’t take the time to go into 
the details of the agreement and so forth but the fact is that that as of 
today Germany isn’t in default. 

We represent people who have property vested in World War I who 
have not received it back or not received 80 percent back which many 
people received because of the cutoff. Furthermore these people in 
many cases are persecuted, are in some cases Americans and in many 
cases are not Germans but they are people in Allied countries. 

So I plan in my extended memorandum to make a proposal regard- 
ing World War I property. I think it is something that the com- 
mittee should take up. 

Third, I notice in the administration bill, S. 2227, there is a specific 
provision under section 40 (h) which would eliminate the possibility 
of stockholders who are eligible themselves claiming. I take it this 
was done especially with the idea of trying to avoid the effect of the 
famous Kaufman decision where the Supreme Court of the United 
States said this: 

The corporate veil can now be pierced. Enemy taint can be found if there 
are enemy officers or stockholders. Even the presence of some nonenemy stock- 
holders does not prevent seizure of all the corporate assets. But such a govern- 
mental seizure requires consideration of the plight of innocent stockholders. For 
as stated in the Uebersee case, the amendment does not contemplate apnropria- 
tion of friendly or neutral assets. While Congress has clearly provided for 
forfeiture of enemy assets, it has used no language requiring us to hold that in- 
nocent interests must be confiscated because of the guilt of other stockholders. 
Nor does any legislative history pointed out persuade us that Congress intended 
to inflict srch harsh consequences upon the innocent. We decline to read such 
a congressional purpose into the act. 

As a matter of fact shortly after this, I believe it was, there was a 
private bill passed for one allied stockholder in an enemy corporation 
or in a neutral corporation and the President vetoed that. 

This was President Truman by the way. The reason for his vetoing 
that was simply this. As he said: 


The problem presented by this case and other similar cases should be con- 
sidered in connection with general legislation amending the Trading With the 
Enemy Act to permit return of property to persons who would be eligible 
claimants if they had owned the property directly rather than through a corpo- 
rate equity. I hope that the Congress, with the assistance of the executive 
avencies concerned, will develop and enact appropriate legislation at an early 
date. 
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I suggest to the committee that this should be given consideration 
in conjunction with this legislation. I think, Mr. Sachs, who test: 
tied here previously, made reference to the personal injury question. 
| have checked with the people in the State Department to find out 
why they excluded personal injury cases from the provisions on pay- 
ment of American claims against Germany and the reaction was that 
it was felt by the State Department that these people were given an 
opportunity to leave Germany before the war and therefore the blood 
is on their own hands so to speak and they should not be given the 
same consideration that damage to property claims are given. 

The fact is that the War Claims Commission made specific findings. 
This is a Commission which was established by Congress in the War 
Claims Act of 1948. And their recommendation was briefly just this: 

It is generally well agreed, and it is the feeling of the Commission on the 
basis of the results of this study, that the first priority in filing and paying 
claims arising out of World War II should be assigned to those claims hased on 
death as a result of illegal acts, maltreatment in the course of imprisonment 
or internment or other illegal actions of enemy governments resulting in loss of 
life, impairment of health, and other injuries to the person. 

For example, my firm represents a woman in New York who tried 
her darndest to get out of Germany. There were no American rep- 
resentatives there. So she appealed to Gener Geneva. ‘They couldn't 
help her. She even appealed to the Gestapo. They wouldn’t help 
her. She was merely an American citizen. She wasn’t a member of 
the minority group. She could not get out. She was put into a con- 
centration camp at Auschlitz, and was on the famous march to Ravens- 
brouk which resulted in her practically losing the use of her feet. She 
is an R. N. in the United States. She received nothing whatever. 
Because she could not get out. She could get no relief under the 
bill now. 

I can see no reason why there should be as much distinction because 
some people could have gotten out and some could not. 

Mr. Sachs informed me his client tried to get out and could not get 
out either. 

I see no reason why these personal injury claims should not be con- 
sidered as compensable under this legislation. Recently the United 
States ratified an international treaty on internees and I think those 
internees problems and personal injury problems which incidentally 
were considered by committees in passing on these Italian claims and 
included. I think these people should be entitled to the same con- 
sideration or more consideration under this German claims legislation 
than people who merely lost property and who managed to get out 
and therefore I recommend that an amendment be made to that legis- 
lation to permit an opportunity for personal injury claimants to apply. 

Thank you very much. 

Senator Lancer. This committee will recess until 2:30; Senator 
Johnston will be back. 

(Whereupon, a recess was taken at 12:50 p. m., to reconvene at 
2:30 p. m., of the same day.) 

The supplemental statement of Robert H. Reiter is as follows :) 


SUPPLEMENT STATEMENT oF Rosert H. REITER 


The subcommittee has before it proposed legislation to amend the Trading 
With the Enemy Act to permit the return of property seized during the following 
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World War ITI, supplementing the provisions of law presently in existence which 
provide for returns to citizens of Allied and neutral countries, and persecuted 
persons. 

Under this act, which was passed by Congress in 1917, there is still outstanding 
an item of unfinished business pending since World War I; namely, the return 
of the property seized during the First War. Both in point of priority of origin 
and of consideration, the World War I question should be settled prior to, or 
simultaneously with, any consideration of the return of World War II property. 

Property was seized in the First War under the same provisions as those 
existing during World War II, and in 1923 and 1928 legislation was enacted per- 
mitting the return of this property to its owners. However, the legislation provid- 
ed that the return of 20 percent of the property should be postponed until Ger- 
many’s obligation for the payment of American war damage claims had been paid. 
Following the beginning of the worldwide depression Germany defaulted in her 
payments, and in 1984 Congress enacted Public Resolution 53, familiarly known 
us the Harrison resolution, which provided that so long as Germany was in 
arrears in its payments, no further returns of any type should be made except 
by approval of the President. The President has never seen fit thereafter to 
permit the return of any Germany property, even to the extent of allowing the 
completion of the payment of SO percent, so that the persons who had not been 
so fortunate as to receive the return of their interests between 1928 and 1934 
have been unable since then to receive any part of their property. This has re- 
sulted in a great inequity to those whose claims were not processed and paid by 
1934. 

Although only a postponement was contemplated by Congress in 1928, in 
1947 a law was passed providing that the remaining World War I property be 
paid into an account to be used to pay American claims, thus eliminating the 
possibility of the return of these funds, which had theretofore been held in trust 
accounts in the name of the people from whom the property had been taken dur- 
ing the First War. 

Then, in the course of the London Conference in 1953, an agreement was signed 
between the United States and Germany under which new bonds were issued to 
secure the payment of American claims during the First War. <A copy of this 
agreement is attached hereto as appendix I. President Eisenhower, in sending 
this agreement to the Senate for ratification on April 10, 1953, said as follows: 

“The arrangements set forth in these several agreements provide for the orderly 
settlement of German external debts, including the prewar debts due mainly to 
private persons and the claims of the United States Government arising from 
postwar economic assistance to Germany. On the former of these categories the 
effect will be to end the state of default which has existed for about 20 years. 

Although consideration of reparation and other governmental claims was 
deferred, it is generally conceded that for all practical purposes the agreements 
signed at London constitute a full settlement of claims against Germany. The 
full statement of President Eisenhower is attached hereto as appendix II. 

The new bonds have been issued under the agreement, and Germany’‘s payments 
on those bonds are current. Accordingly, the basis for the postponement of the 
return of the remaining World War I property has been eliminated, and 
therefore funds for the purposes of effecting that return should be restored to the 
trust accounts from which that return can be made. 

There are American, Allied, and neutral nationals, as well as persecutees, all 
eligible for return under the Trading With the Enemy Act, and who have been 
waiting these many years for the return of their property interests. It is now 
time that Congress give consideration to the amendment of the Trading With 
the Enemy Act to grant these people relief, and it is submitted that this should be 
done in the course of the current congressional consideration of amendments 
to the act. 


STOCKHOLDERS’ RIGHTS 


A good example of the injustice which would result from the adoption of the 
rule proposed by 8S. 2227, eliminating the rights of eligible stockholders in enemy 
eorporations, is provided in the case of the Chinoin Chemical & Pharmaceutical 
Company, Ltd. This was company which was formed in 1910 for the manu- 
facture of medicines, hormones, vitamins, and other chemicals, and during the 
30 years following its founding became practically the only successful competitor 
in Europe of the powerful Germany industry. The two outstanding members of 
the corporation, which was located in Budapest, were Dr. Emil Wolf and Dr. 
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Endre Ungar, both noted chemical engineers who, during the war period, when 
Hungary was under German control, sabotaged the Nazi war effort and actually 
sent medicines to the British Army and to the peoples of occupied countries 
Eventually these activities became known to the Nazis, and both these men 
were seized and spent the rest of the war in concentration camps 

Dr. Ungar was tried, convicted, and sentenced to death for his activities, but 
effected a miraculous escape shortly before the end of the war, and on the cessa 
tion of hostilities he returned to Hungary, only to discover that due to his 
activities his wife, and also her parents, had been sent to German concentration 
camps where they had perished. The Communist government of Hungary nation 
alized the company, and Dr. Ungar escaped to Mexico, where he is now residing 
Dr. Wolf was also seized, imprisoned, and sentenced to death, and managed to 
escape with Dr. Ungar, and he has since become deceased as a result of his 
wartime suffering. His daughter, a resident of Paris, has survived him. The 
majority of the stock interest in Chinoin was owned by Drs. Ungar and Wolf 
Ernest Swelely, who is a French citizen but who assisted Drs. Ungar and Wolf 
in their activities against the Nazis, and a Swiss and an English firm 

The Supreme Court in the Kaufman case established the intention of Congress 
in enacting the Trading With the Enemy Act as giving innocent stockholders 
standing to claim their proportionate interests in enemy corporations, and it is 
submitted that this salutary principle should not now be disturbed. 

The principle has been recently applied in legislation, sponsored by the admin 
istration dealing with property of Cominunist satellite countries vested by the 
Office of Alien Property. This is Public Law 285 of the Sith Congress enacted 
only last August, section 207 of which provides for stockholders’ interests. As 
stated in the report of the House Committee on Foreign Affairs (Rept. 624) which 
originally reported the bill: 

“Subsection (¢) providing protection for minority, nonenemy interests incor 
porate property vested under this title. It balances the desirability of recogniz 
ing the rights of minority stockholders in Bulgarian, Hungarian, and Rumanian 
corporations who are either United States nationals or the nationals of countries 
which did not oppose us in the Second World War, and the administrative 
problems which would result if the corporate veil had to be pierced in every case 
to determine whether a single share of stock was held by a person not a Bulgarian, 
Hungarian, or Rumanian.” 

In light of the administration’s recent position relating to the protection of 
the interests of the minority stockholders, involving the same country concerned 
in the present case, namely, Hungary, it would appear inconsistent not to permit 
relief to majority stockholders who are eligible. 


FRANCES VON WEDEI 


There is one individual case I would like to call to the attention of the sub 
committee as representing a special situation meriting exceptional considera 
tion. Mrs. Frances von Wedel became an American citizen in 1931, and has con 
tinued to be since then. In June 1939 her husband, Carl von Wedel, was in 
formed that his mother, an elderly woman living in Holland, was undergoing a 
serious Operation, and had asked to see her son, who bad not been in Europe since 
1930. Before traveling to Holland, Mr. von Wedel, in order to protect his wife 
in light of the worsening European situation, asked his attorney to draw up a 
power of attorney authorizing the attorney to act for him, with the broadest 
possible power, for the protection of his wife. The power of attorney as drafted 
and executed authorized the attorney in the following language: “For me and in 
my hame, place, and stead, to do any and ull acts which I could do if personally 
present, hereby intending to give him the fullest power and not intending by any- 
thing hereinafter contained to limit or cut down such full power.” 

Mr. von Wedel was caught in Europe by the war, and the attorney acting under 
the power transferred all Mr. von Wedel’s property in the United States held 
in his name to Mrs. von Wedel. However, the property was seized as belonging 
to the husband. Mrs. von Wedel sued for the recognition of the property 
as hers, but the court found that due to a technical rule of legal con 
struction, the power of attorney, despite its broad language, was insufficient 
to authorize the transfer. The decision was affirmed on appeal, but Judge Good 
rich, one of the appellate judges, said as follows in his opinion : 

“Perhaps the law cannot quite say that white is black but in this instance it 
certainly can make white look a pretty dark gray.” 
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Mr. von Wendel returned to his wife in the United States as soon as possible 
after the war, and has since become deceased, leaving his widow practically 
penniless, since all their savings and also the money she had been able to earn 
during the war had been seized by the Government. 

Here, it is submitted, is a situation which requires special consideration to 
avoid a miscarriage of justice due to a legal technicality which would, could 
not have been known to the people who have suffered as a result. The life savings 
both of Mrs. von Wedel and her late husband have been taken, and relief should 
be provided to enable Mrs. von Wedel to obtain the return of her property. 


AppENDIX I 


AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND THE FEDERAL REPUBLIC 
or GERMANY RELATING TO INDEBTEDNESS OF GERMANY FOR AWARD MADE BY THE 
Mrixep Claims CoMMISSION, UNITED STATES AND GERMANY 


Whereas, Germany, under the terms of the agreement of June 23, 1930, between 
the United States of America and Germany, hereinafter referred to as the 1930 
Agreement, was indebted to the United States of America (hereinafter called the 
United States) for awards and interest thereon entered in favor of the United 
States on its own behalf and on behalf if its nationals by the Mixed Claims 
Commission, United States and Germany; and 

WHenreas, the United States is holding, under the terms of the 1930 Agreement 
bonds of Germany as evidence of such indebtedness; and 

WHEREAS, in an agreement between the Governments of the French Republic, 
the United Kingdom of Great Britain and Northern Ireland, the United States of 
America and the Federal Republic of Germany in the form of an exchange of 
letters, on March 6, 1951, the Government of the Federal Republic of Germany 
confirmed that it is liable for the prewar external debt of the German Reich; 
and 

WHEREAS, the United States and the Federal Republic of Germany (hereinafter 
referred to as the Federal Republic) desire, as part of the general settlement of 
German debts, to make provision for the settlement of the obligations of the 
Federal Republic with regard to the remaining indebtedness of Germany for 
awards made by the Mixed Claims Commission, United States and Germany, on 
behalf of nationals of the United States, and to defer settlement of all other 
indebtedness under the 1930 Agreement until the final general settlement en- 
visaged in Paragraph (1) of Article 5 of the Agreement on German External 
Debts, signed this day in London: 

Now, THEREFORE, it is agreed as follows: 

1. The Federal Republic shall pay to the United States the total amount of $97,- 
500,000.00, on behalf of those nationals of the United States, or their successors 
or assignees, on whose behalf awards of the Mixed Claims Commission, United 
States and Germany have heretofore been entered which awards have not been 
fully satisfied. 

2. The said total amount shall be paid in 26 annual installments, in lawful 
currency of the United States, by the Federal Republic at the Federal Reserve 
Bank of New York for credit in the general account of the Treasurer of the 
United States in accordance with the following schedule: 
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Installment No. | Due date Amount | Installment No. Due date Amount 
ambien — hea = | 
Slices rem April 1,1953 | $3,000,000.00 || 14......-....-2 22... April 1, 1966 | $4,000, 000.00 
Ried see | April 1, 1954 ROPER A Binds cncedndnatocn dene April 1, 1967 | 4,000, 000.00 
Piseneat : : April 1, 1955 3, 000, 000.00 || 16....-..-- whem April 1, 1968 4, 000, 000. 00 
Bal cic neater ies April 1,1956 | 3,000, 000. 00 Wisevonsiwadsagdenad | April 1,1969 | 4,000, 000.00 
Bats = April 1,1957 | 3,000,000.00 |} 18..........-.._.___- April 1,1970 | 4,000,000. 00 
Ciccone es April 1, 1958 | 3,700, 000. 00 1 RS Ts April 1, 1971 4, 000, 000. 00 
Poo April 1,1959 | 3, 700,000.00 |} 20.........-..-.. ...-| April 1,1972 | 4,000, 000.00 
Sete April 1, 1900 | 3, feu Gen.0e fi Si..<_......-...2.... |} April 1, 1973 4, 000, 000. 00 
Ooi ore April 1, 1961 S, 200, Cbs. 08 Fh BB. cco ec ctbecce as April 1, 1974 4, 000, 000. 00 
a --| April 1, 1962 Gy FOUOOE LL WB 6 coin apc sophia acai |} April 1, 1975 4, 000, 000. 00 
Sheen Seepamanes April 1, 1963 A COO Hl Bias ccccccnneaamgeane | April 1,1976 | 4,000,000.00 
Beidaoiso sick -.----| April 1, 1964 4, 000,000.00 || 25... ---| April 1, 1977 4, 000, 000. 00 
SBiciiecncenbare -2--} Apell: 1, 2065: } 4; OG, CORIO) ll SOs. cso .2 os ccc te April 1,1978 | 4,000, 000.00 
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3. In the event the Federal Republic shall fail to pay any installment upon the 
due date such installment shall bear interest at the rate of 3% percent per 
annum from that date until the date when such installment is paid 

4. As evidence of the obligations set forth in the preceding articles of this 
agreement, the Federal Republic shall issue to the United States bonds in the 
form attached hereto as Exhibit A 

The bonds shall be numbered consecutively from 1 to 26, shall be dated Jan 
nary 1, 1953, and shall mature and be payable serially as provided for in Article 
2 hereof. Each such bond shall be denominated in dollars and be payable to the 
Government of the United States in lawful currency of the United States. The 
bonds shall be signed for the Federal Republic by the President and a member of 
the Bundesschuldenverwaltung and shall be delivered to the Secretary of the 
Treasury of the United States at the United States Treasury in Washington. 

5. Upon receipt by the United States of the bonds issued pursuant to Article 4 
hereof, the United States shall cancel and deliver to the Federal Republic those 
bonds of Germany issued under the 1930 Agreement as evidence of Germany's 
indebtedness for awards of the Mixed Claims Commission, United States and 
Germany, which have the following maturity dates: 


March 31, 1932 September 30, 1931 | March 31, 1938 September 30, 1937 
March 31, 1933 September 30, 1982} March 31, 1989 September 30, 1938 
March 31, 1934 September 30, 1933 | March 31, 1940 September 30, 1989 
March 31, 1935 September 30, 1934 March 31, 11 September 30, 1940 
March 31, 1936 September 30, 1935 | March 31, 1942 September 30, 1941 
March 31, 1937 September 30, 19386 | March 31, 143 September 30, 1942 


6. The United States will apply the payments made by the Federal Republic 
as provided in this agreement in reduction of the remaining indebtedness of 
Germany in respect of awards of the Mixed Claims Commission, United States 
and Germany, made on behalf of nationals of the United States: provided, 
however, that full performance of this agreement by the Government of the 
Federal Republic or by it and the government of a re-united Germany and pay- 
ment of the amounts due under this agreement shall constitute and be accepted 
by the United States as fulfillment by the Federal Republic and by a re-united 
Germany and as full discharge of each of them and of Germany of their re- 
spective obligations under the agreement of June 23, 1930, and the bonds 
issued pursuant thereto, in respect of awards of the Mixed Claims Commission, 
United States and Germany, made on behalf of nationals of the United States, 
anything in the exchange of letter of October 23, 1950, and March 6, 1951, be- 
tween Chancellor Adenauer and the Allied High Commission for Germany or 
in the memorandum of December 1951 prepared by the Tripartite Commission 
on German Debts to the contrary notwithstanding. 

7. Settlement of the indebtedness of Germany in repect to the awards of the 
Mixed Claims Commission, United States and Germany, to the United States 
on its own behalf shall be deferred until the final general settlement envisaged 
in Paragraph (1) of Article 5 of the Agreement on German External Debts, 
signed this day in London. 

&. The amounts to be paid by the Federal Republic in accordance with this 
agreement shall be paid without deduction for, and shall be exempt from, any 
and all taxes or other public dues present or future, imposed by or under 
authority of the Federal Republic or any political or local taxing authority 
within the Federal Republic. 

9. Any notice from or by the Federal Republic shall be sufficient if delivered 
to the American Embassy at Bonn or to the Secretary of the Treasury at the 
Treasury of the United States in Washington. Any notice, request, or consent 
under the hand of the Secretary of the Treasury of the United States shall be 
deemed and taken as the notice, request, or consent of the United States and 
shall be sufficient if delivered at the Embassy of the Federal Republic at Wash- 
ington or at the office of the Ministry of Finance of the Federal Republic at 
Bonn. The United States in its discretion may waive any notice required here 
under, but any such waiver shall be in writing and shall not extend to or affect 
any subsequent notice or impair any right of the United States to require notice 
hereunder. 
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10. The United States and the Federal Republic, each for itself represents 
and agrees that the execution and delivery of this agreement have in all re- 
spects been duly authorized, and that all acts, conditions, and legal formalities 
which should have been completed prior to the making of this agreement have 
been completed as required by the laws of the United States and of the Federal 
Republic respectively and in conformity therewith. 

11. Any dispute between the United States and the Federal Republic respect- 
ing the interpretation or implementation of this agreement shall be settled 
through negotiation or by such other method as may then be agreed between 
the United States and the Federal Republic. 

12. This agreement shall be approved by the United States and the Federal 
Republic in accordance with their respective constitutional procedures. 

The agreement shall enter into force 

(a) upon the exchange of instruments of approval at Washington, and 

(b) upon the coming into force of the Agreement on German External 
Debts between the Federal Republic on the one part and France, the 
United Kingdom of Great Britain and Northern Ireland, the United States 
and other countries on the other part. 

IN WITNESS WHEREOF, the undersigned representatives duly authorized thereto 
by their respective governments have signed this agreement. 

Done at London on February 27, 1953, in duplicate in the English and German 
languages, both texts being equally authentic. 

For the United States of America: 

WARREN LEE PIERSON. 
For the Federal Republic of Germany: 
ABS. 


Exnrsit A 
(Form of Bond) 
THE FEDERAL REPUBLIC OF GERMANY 
Dated January 1, 1953 


The Federal Republic of Germany, herein called the Federal Republic, in con- 
sideration of the mutual covenants contained in an agreement dated 
1953, between it and the United States of America hereby promises to pay to 
the Government of the United States of America, herein called the United States, 
on April 1, 19__, for the purposes specified in said agreement the sum of 
$ This bond is payable at the Federal Reserve Bank of New York in 
lawful currency of the United States. 

If this bond is not paid on the date when it is due, interest on the face amount 
of this bond shall be paid at the rate of 334 per cent per annum from such date 
until the date of payment. 

This bond is payable without deduction for, and is exempt from, any and all 
taxes and other public dues, present or future, imposed by or under authority 
of the Federal Republic or any political or local taxing authority within the 
Federal Republic. 

This bond is issued pursuant to the provisions of an agreement dated 
1953, between the United States and the Federal Republic, to which this bond is 
subject and to which reference is made. 

IN WITNESS WHEREOF, the Federal Republic has caused this bond to be executed 
and delivered on its behalf. 

For THE FEDERAL REPUBLIC OF GERMANY 
The Bundesschuldenverwaltung 


President Member 
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APPENDIX II 


Tue Wuire House, April 10, 1953. 
To the Senate of the United States: 


I transmit herewith for the consideration of the Senate a copy of each of the 
following agreements: 

1. Agreement on German external debts, signed at London on February 27, 
1953, by the Federal Republic of Germany, and by the United States 
and 17 other creditor countries. 

2. Agreement between the United States and the Federal Republic of Ger- 
many, regarding the settlement of the claims of the United States for 
postwar economic assistance (other than surplus property) to Ger- 
many, signed at London on February 27, 1953 

3. Agreement between the United States and the Federal Republic of Ger- 
many, relating to the indebtedness of Germany for awards made by 

the Mixed Claims Commission, United States and Germany, signed at 
London on February 27, 1953. 

4. Agreement between the United States and the Federal Republic of Ger- 
many, concerning the validation of German dollar bonds, signed at 
Bonn on April 1, 1953. 

I request the advice and consent of the Senate to the ratification of these four 
agreements. 

In addition, I transmit for the information of the Senate 2 related agree- 
ments between the Federal Republic of Germany and the United States and a 
report made to me by the Secretary of State covering all 6 of these agreements. 
(me of the agreements is concerned with the settlement of the obligation of the 
Federal Republic of Germany to the United States for surplus property fur- 
nished to Germany. This agreement was signed at London on February 27, 
1953, and was concluded under the authority of the Federal Property and Admin- 
istrative Services Act of 1949 (Public Law 152, 8ist Cong.). The other agree- 
ment, signed at Bonn on February 27, 1953, is an executive agreement relating 
to the establishment of procedures for the validation of dollar bonds of German 
issue. 

The arrangements set forth in these several agreements provide for the orderly 
settlement of German external debts, including the prewar debts due mainly 
to private persons and the claims of the United States Government arising from 
postwar economic assistance to Germany. On the former of these categories, 
the effect will be to end the state of default which has existed for about 20 
years. The consideration of reparation and other governmental claims arising 
from World War I and II is deferred under the term of the agreement 

The complex documents transmitted herewith are the result of negotiations, 
extending over more than 2 years, in which all of the interests concerned have 
been represented. In particular, it is to be noted that the settlement terms 
and procedures for debts due to private creditors were worked out by negotia- 
tions between representatives of private creditor interests and of the debtors 
In the light of all of the circumstances, it is the view of the executive branch of 
the United States Government that the settlement arrangements, embodied in 
the agreement on German external debts and in the various bilateral agreements, 
are reasonable, satisfactory, and equitable to the interests concerned. 

With regard to debts due to private creditors, maturity dates have been 
extended and the creditors are called upon to accept a reduction in interest 
arrears and interest rates, but the principal of the debts is unchanged. With 
regard to the claims for economic assistance given to Germany in the postwar 
period, for which the United States Government is by far the largest claimant, 
the settlement is comparable to the terms which other countries have received 
for similar assistance. On both categories of debt, the German Federal Republic 
has undertaken to make very considerable payments, but these payments may 
reasonably be considered within the Federal Republic’s capacity to pay. Should 
the German Federal Republic, however, get into payment difficulties, consultative 
machinery to deal with the situation is provided for. 

The elimination of the German state of default will contribute substantially 
and directly to the development of normal commercial relationships between 
the German Federal Republic and the rest of the free world. It will open up 
the possibilities of new credit, for both short-term trade financing and long- 
term investment. 
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These agreements should be considered by the Senate not only in the light of 
the direct financial benefits to the United States, but also in relation to the 
contribution they will make to the achievement of the principal objecive of 
United States policy toward Germany, that of restoring Germany to the position 
of a responsible nation in the community of free nations. 

I recommend, therefore, that the Senate give early and favorable considera- 
tion to the agreement on Gerinan external debts and to the three bilateral 
agreements between the United States and the Federal Republic of Germany 
relating, respectively, to the settlement of claims for poswar economic assisance 
to Germany, to the indebtedness of Germany for the Mixed Claims Commission 
awards, and to the validation of German dollar bonds, and give its advice 
and consent to their ratification, in order that the debt-settlement arrangements 
may be made effective as promptly as possible. 

Dwient D. EISENHOWER. 

(Enclosures: (1) Agreements (6); (2) report.) 


AFTERNOON SESSION 


Senator JoHnston. The subcommittee will come to order. The 
attorney will call the first witness. 

Mr. Woop. Mr. Chairman, may I introduce a group of letters as a 
preliminary matter? I have a letter from the Assistant Attorney 
General, Mr. Townsend, director of the Office of Alien Property, in 
which he says it would not be necessary for him to testify but he would 
like the opportunity to submit a statement for the record if anything 
appears that makes it necessary. That is the letter of April 19. 

I have a letter from Senator McNamara dated April 20, for the 
record. 

A statement by Representative Hayworth for the record. 

A statement by Representative Rabaut of Michigan for the record. 

I have a number of letters here. I will just identify them by the 
name of the person and the date. 

Alvin B. Baranov, Beverly Hills, Calif., April 18, 1956. 

Georgina J. Bingert, Washington, D. C., April 13, 1956. 

G. W. Berhman, Indian Point Lane, Riverside, Conn., February 
28, 1956. 

Mrs. Ilse Brambeer, Lausanne, Switzerland, April 14, 1956. 

Ben W. Bumphrey, DeLake, Oreg., January 17, 1956. 

Judiah K. Davison, Irvington, N. J., February 10, 1956. 

Raoul E. Desvernine, W ashington, D. C. ., April 13, 1956. 

Amos M. Dunlap, Alexandria, Va., undated. 

Tom Lilley, New York, N. Y., April 18, 1956. 

J.F. Hart, New York, N. Y., April 14, 1956. 

Samuel Herman, Washington, D. C., April 16, 1956. 

Adele Krieger, Prinzenstrasse 19, Berlin, Germany, February 7, 
1956. 

Theodore C. Leuthauser, Philadelphia, Pa., April 16, 1956. 

William A. Nicolai, Philadelphia, Pa., undated. 

F. J. McGreevy, Ackley, Iowa, April 14, 1956. 

Edward H. Pollaci, Jr., Richmond Hill, N. Y., April 18, 1956. 

Mrs. Walburga Portenh: iuser, Wilmette, Tll., April 16, 1956. 

Maximilian Schimpf, Brooklyn, N. Y., April 14, 1956. 

Rella R. Shwartz, Washington, D. C., undated. 

Manfred Sternberg. New Y ork, N. Y., April 12, 1956. 

Summers, Bucey & Howard, Seattle, W ash., April 17, 1956. 

Norman Thomas, New York, N. Y., April 17, 1956. 

Charles Tittmann, Washington, D. C., undated. 
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Emma Pomeroy von Lewinski, Washington, D. C., undated. 
Watson Washburn, New York, N. Y., April 18, 1956. 

Robert W. Williams, Baltimore, Md., April 16, 1956. 

(The letters referred to above read in Pill as follows:) 


DEPARTMENT OF JUSTICE, 
OFFICE OF ALIEN PROPERTY, 
Washington, D. C., April 19, 1956. 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
United States Senate, Washington, D. C. 

DEAR SENATOR JOHNSTON: This is in response to your letter of April 11, 19%, 
advising that the Subcommittee on the Trading With the Enemy Act will hold 
public hearings on April 20, 1956, on seven pending bills dealing with the dis- 
position of vested property. 

Inasmuch as I presented the views of the Department of Justice on the most 
important of these bills at the hearings held by your subcommittee on November 
29, 1955, the Department will not present additional testimony at this time 
However, the Department will submit reports in the near future on the remaining 
bills, S. 3114, S. 3115, and S. 3507. 

I understand that after the conclusion of the hearings the record will be kept 
open for a period of 10 days for the submission of additional statements. 

Sincerely yours, 
Datias S. TOWNSEND, 
Assistant Attorney General, 
Director, Office of Alien Property. 


UNITED StaTes SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
April 20, 1956. 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Senate Judiciary Committee, United States Senate. 


DEAR Mr. CHAIRMAN: It is my understanding that a series of amendments to 
S. 2227, a bill to amend the Trading With the Enemy Act, as amended, and the 
War Claims Act, of 1948, as amended, will be considered at a meeting of your 
subcommittee today. 

These amendments would serve the purpose of permitting American citizens 
having claims resulting from war damage or nationalization in the countries of 
Estonia, Latvia, and Lithuania to press such claims as is permitted under exist- 
ing legislation involving simlar claims against other countries. 

I am takng the liberty of submitting this statement to your subcommittee to 
inform you that I am in favor of these amendments. American citizens were 
subjected to considerable property loss in these Baltic States, just as they were 
in other countries to which war claims procedure have been applicable for some 
time. No matter what mythical political definition is given to the Baltic States, 
the fact nevertheless remains that Americans who suffered such loss have had 
no recourse in this area as was clearly intended by law. 

It is especially noteworthy, I think, that the Foreign Claims Settlement Com- 
mission agrees that the countries were omitted from original legislation purely 
through oversight. I believe the proposed amendments to S. 2227 will correct 
this oversight and provide justice for those Americans who have claims in these 
countries. 

Sincerely, 
PaT McNAMARA, 
United States Senator. 


STATEMENT OF Hon. Don HAayYwortH, MEMBER OF CONGRESS, SixtTH DisrrRicr, 
MICHIGAN 


Mr. Chairman and members of the subcommittee, in your consideration of 
S. 2227, to amend the Trading With the Enemy Act, as amended, and the War 
Claims Act of 1948, as amended, I urge that the bill be amended to include Amer- 
ican-owned property located in Lithuania, Latvia, and Estonia, that was national- 
ized or sustained war damage. 
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In previous hearings on foreign-claims legislation before the various congres- 
sional committees, the question was raised more than once as to why the three 
Baltic countries had not been included in the specific bills then under considera- 
tion. Representatives of the Foreign Claims Settlement Commission and the 
Department of State indicated that it had been a matter of oversight, despite the 
fact that the Department of State has notations of the following claims against 
these countries, totaling some $2,500,000: 


Number of | 


claims filed | Number of Total 

with the claims | amount 

Depart- reporting of these 

ment of imount claims 

State 

Lithuania 120 75 $1, 087, 000 
Latvia 45 30 1, 131, 000 
Estonia eg pa 28 22 300, 000 


Although the oversight was noted, no remedy was adopted, and these three 
countries are still ignored in legislation currently before us. 

On behalf of those Americans who have legitimate claims in Lithuania, Latvia, 
and Estonia, may I solicit your aid in correcting this inequity in the law by 
amending 8. 2227 to include the Baltic countries? 





STATEMENT OF LouIS C. RABAUT 


Mr. Chaiman and members of the subcommittee, I appreciate the opportunity 
to make my views known on §. 2227, to amend the Trading With the Enemy Act, 
now under consideration by your subcommittee. 

The purpose of my submitting a statement today is to urge that Lithuania, 
Latvia and Estonia be included in legislation compensating American citizens 
for losses suffered through war damage or nationalization. It does not seem 
fair or equitable to assist people all over the world and ignore our own American 
citizens. The Foreign Claims Settlement Commission readily admits that the 
exclusion of the three Baltic countries in existing legislation was not inten- 
tional. In this connection, I would like to quote Mr. A. T. McGuire, General 
Counsel of the Foreign Claims Commission, who testified recently before the 
General Government Matters Appropriations Subcommittee: “With respect to 
Mr. Rabaut’s suggestion concerning Latvia a few minutes ago, I might add that 
at the time of the drafting of the legislation, the three Baltic countries, Estonia, 
Latvia, Lithuania, were left out as an oversight, really.” 

in view of the foregoing, it would seem that honesty and fair play demand an 
amendment to S. 2227, which would place the three Baltic countries on an 
equal claims footing with other nations. 





BEVERLY Hits, CAwir., April 18, 1956. 
The JUDICIARY SUBCOMMITTEE ON TRADING WITH THE ENEMY ACT, 
HOLC Building, Washington, D.C. 

GENTLEMEN: As attorneys from the far west of the United States, may we 
add our suggestions for the amendment of the Trading With the Enemy Act. 
From our study of this subject, we are convinced that the general foreign and 
domestic policy of the United States in this particular regard is contrary to 
such taking and confiscation of property of any other person or nation except 
as a necessity during a time of war but with the understanding that such 
taking is to facilitate the objects of war and to prevent an enemy from using 
such property during time of war to the detriment of the United States. 
Generally speaking, most of the Japanese and Italian property taken during this 
last war has been returned to them. Except for the interpretation by the At- 
torney General of the Trading With the Enemy Act, there appears to be no 
valid reason why property taken should not be returned to those persons living 
in West Germany. We, as citizens of the United States, should not be called 
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upon to contribute to the aid and support of these aliens by our taxes and at 
the same time confiscate their property or investments and use the same for 
our own benefit and to their loss. 

It has been expressed by our courts the Alien Enemy Custodian is a trustee 
holding such property for the use and benefit of the United States as well as 
for the alien enemy it follows that legally and justly he should return this 
property to the persons entitled thereto especially as the enemy of yesteryear is 
the friend of today. It could be possible that an action could be filed with 
the Court of International Justice at The Hague charging that the United States 
has violated the rule of international law which was established by usage prior 
to World War I prohibiting the confiscation of enemy private property. And it 
is conceivable that our Government could be faced with a Judgment requiring 
it to return such property. 

It can be readily recognized that the United States Government is holding 
property as a trustee and may be compelled to return that property as the rule 
appears to be that enemy private property may be taken and controlled only 
for the duration of the war but not confiscated, this rule being based upon 
“customary international law” (Bishop, International Law 596—1953). 

In In Re Ferdinand (1 ch. 107—1921) the Court said: “It is not the law of this 
country that the property of enemy subjects is confiscated. Until the restora 
tion of peace the enemy can, of course, make no claim to have it delivered to 
him, but when peace is restored he is considered as entitled to his property with 
the fruits which it may have borne in the meantime.” 

A reading of the Trading With the Enemy Act of October 6, 1917 (40 Stat. 
411), reveals that emphasis is placed upon the removing of property from enemy 
control and taking advantage of its use for the duration of war only. The Alien 
Enemy [Property Custodian through his interpretation of this act seems, con- 
trary to the act itself, to have placed a different construction upon the act and 
contrary to the obvious intention of Congress. 

Indicative of the injustice of the Trading With the Enemy Act is the position 
taken by the United States Attorney General in a local matter entitled “Estate 
of Berte Zuber” on file in the office of the county clerk of the County of Los 
Angeles, Superior Court No. 229725. From a superior court decision rendered in 
favor of the estate and against the United States Government, the United 
States Attorney General has undertaken an appeal. 

We are enclosing herewith a letter addressed to Mr. Laughlin KB. Waters, 
United States attorney, Los Angeles, Calif., in which we have detailed the facts 
and law applicable to the facts in this particular case. For the sake of brevity, 
the following is a brief outline of the facts and procedure: 

1. In 1940, Berte Zuber, a resident of Los Angeles and a United States citizen 
made her will leaving certain portions of her property to her niece and nephew 
who were at that time German nationals. The will contained numerous provi- 
sions creating conditions precedent. (These conditions were upheld by the court 
in its decision.) 

2. Berte Zuber died in 1944 in Los Angeles and her will was admitted to pro- 
bate in the superior court, State of California, in and for Los Angeles County, 
being No. 229725. 

3. In 1944 the then United States Alien Enemy Property Custcdian filed a 
vesting order claiming for the United States all of the estate to be received by 
any German alien. (This vesting order later became the subject of this 
litigation.) 

4. In 1950, after having been given a comp'ete ciearance by the denazifica- 
tion boards, Emily Exner, one of the German heirs of Berte Zuber and her son 
Richard were granted a visa for permanent residence in the United States and 
she came to Los Angeles with her son and took up residence here. 

5. In 1955, both Emily Exner and her son Richard hecame citizens of the 
United States. Her son Richard is now a professor at the University of Southern 
California. 

6. In 1953, proceedings in the superior court were commenced to establish 
the validity of the vesting order. 

7. In September 1955, the Honorable John Gee Clark, judge of the sup rior 
court, rendered his decision in favor of the estate of Zuber holding in effect that 
the United States Government took nothing by its vesting order filed in 1945 
and that the vesting order did not reach nor apply to the contingent interests 
of the German heirs in the estate of Zuber. It is from this decisiom that the 
United States Attorney General has undertaken an appeal. 
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This case presents a unique situation in that the Government is attempting 
to confiscate money earned in the United States by an American citizen left to 
one who is now a full-fledged American citizen who is living in the United 
States and who will use the money in the United States. We have gone into 
some detail in citing this case to you as an illustration and an example of the 
attorney general’s unnecessary zeal in prosecuting an appeal in order to prevent 
an American citizen from inheriting and enjoying funds legally due to her. 

The appellate court in a recent decision, In the Matter of the Estate of Louise 
Schneider, deceased (civ. No. 21489), used the following language in holding in 
favor of the Attorney General: 

“We have derived the foregoing decision with fearful misgivings. Research 
has exposed a strange and regrettable anomaly in the foreign relations of our 
Central Government. For 35 years the United States has expended billions of 
collars in attempting to recapture and retain the friendship and loyal adherence 
of our enemies opposed in two world wars. It has verily poured out its wealth 
to accomplish that purpose within the German Republic. Now, after more than 
10 years since fighting ceased, and over 4 years since World War II was declared 
terminated (50 U. 8S. C. A., App. p. XX), that same Government, actuated by 
generous impulses toward a fallen foe, in nurturing the German state and its 
subdued people, withholds from these individuals within Germany comparatively 
modest sums ranging from $1,000 to $8,000, aggregating $25,000. By confiscating 
such moneys, we forfeit more good will than might have been acquired by the 
payment of multiplied thousands to the Bonn government whether applied di- 
rectly or indirectly to that end.” 

We have quoted the above for the purpose of illustrating the attitude of our 
courts and the reluctance with which the California Appellate Court rendered 
its decision, 

Respectfully submitted. 





















Don L. GILMAN. 
ALVIN B. BARANOv. 










WASHINGTON, D. C., April 13, 1956. 





Hon. OLIN D. JomNsTOoN, 
Chairman, Judiciary Subcommittee, 
HOLC Building, Washington, D. C. 


My Dear SENATOR JOHNSTON: This is with reference to notice of public hear- 
ing, dated April 11, 1956, to be held April 20, 1956, on Trading With the Enemy 
Act, and similar pending legislation, particularly the bill proposed by Senators 
Dirksen and Kilgore, for the return of confiscated war property amounting to 
more than $500 million to our former enemies, the German and Japanese. 

I regret I will be unable to attend this hearing. However, I wish to voice my 
opposition to this legislation, first because the question of confiscated war prop- 
erty should be as closed and settled at this late date as the question of repara- 
tions. As for Germany, the question was determined in 1946 with the Paris 
reparation agreement, and again in 1952 at the Bonn convention, when the Ger- 
man Government agreed to reimburse their own nationals for loss of their con- 
fiscated property in lieu of making reparations as the loser in the war. There 
is no good reason why the United States should breach these agreements, 

Further, there is no sense in the provision in the bill proposed by Senators 
Dirksen and Kilgore that “any dividends, distributions, or other increment” of 
the preperty should also be given. This is nothing more than a windfall which 
our former enemies neither earned nor deserve. It is apparent that most of the 
half billion dollars of our tax money which is contemplated to be given away 
will go to the giant industrial corporations and cartels which had built up the 
former German and Japanese war machines. We, the United States citizens, are 

taxed to the hilt. Every dollar we are able to earn by working 8 long hours a 
day, every purchase of over 10 cents of food, clothing, and other necessaries are 
taxed, not only by the Federal Government but by the States. The interest on 
the very few dollars very few of us are able to save is taxed. We are continu- 
ously asked to make contributions to all nations of the world, which we must and 
gladly do provided these peoples are in need, but this legislation has nothing to 
do with needy er starving people. It is simply a giveaway of our taxypayers’ 
money, and as evidenced by one of the factions which is pushing this legislation, 
the Committee for the Return of Confiscated War Property, National Press Build- 
ing, Washington, D. C., it is apparent that this is the result of lobbying by 
German and other industrialists. 
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The general public, for the most part, is unaware of this pending legislation, 
but I am certain that if all the citizens knew of it the great majority would feel 
as I do, that I do not want my hard-earned tax money to be given away in this 
manner. 

Sincerely yours, 
G. J. Brnoert. 





Riversive, Conn., February 28, 1956. 
Hon. Prescott BusH, 
United States Senate, 
Washington, D.C. 

Sir: Thank you for your letter of February 5, upon receipt of which I have 
consulted counsel, who advise I should further communicate with you, pointing 
out the inequity of 8. 2227 as originally drafted and which is discriminatory in 
nature. 

For your reference, previous correspondence with you on this subject was my 
letter dated January 12, your letter dated January 18, my letter dated January 
25, your letter dated February 2, to which I am now replying particularly to 
those paragraphs hereunder quoted for your convenience : 

“Have your letter of January 12, 1956, with regard to your losses in Hong 
Kong, for which you have never been compensated. 

“T have looked into the matter of S. 2227, but find that it does not cover war- 
damage claims against Japan. In fact, I am advised that there have never been 
any suggestions for compensating war losses except in Japan or the Philippines, 
or to prisoners of war or civilian internees seized on American territory. Since 
your case does not come within any of these categories, I cannot offer you much 
encouragement for compensation.” 

I would point out that the United States peace treaty with Japan specifically 
waived claims of American nationals for damage or loss sustained by Americans 
outside of Japan proper as a result of Japanese action during the war. It is 
well established that the United States Government has full authority and power 
to waive the claims of its nationals in the national an general interest, but it is 
equally well established that if it does so, an obligation arises on the part of 
the United States to compensate American claimants in full, because the waiver 
of the claims is in legal effect a “taking” of the property of the American claim 
ants for which the United States becomes liable to pay just compensation. The 
waiver was entered into “in the national interest,” that is to say, for the general 
good of the United States asa whole. It is the United States Government, there- 
fore, that should bear the burden and expense of promoting the national interest 
and not the individual American claimant. 

Probably with this in mind, the administration has caused to be introduced and 
is now sponsoring S. 2227, which provides in effect that American money should 
be used to pay claims of American citizens against Germany for war damage 
caused by German action both within Germany proper and in other countries 
of Europe, and also provides that certain properties which were seized by the 
American Alien Property Custodian during the war should be returned to their 
former owners—the Germans and Japanese. 

My request that S. 2227 be amended to give Americans having claims as a 
result of Japanese action the same right to receive compensation from the United 
States Government as 8S. 2227 would give Americans having claims as a result 
of German action during the war is entirely equitable. There is no ground for 
discriminating between the two classes of American claimants, both being in 
exactly the same position. 

Your support of the desired amendment, which has been proposed at public 
hearings held on November 29 and 30, 1955, by the subcommittee of the Senate 
Judiciary Committee, will be appreciated. 

Very truly yours, 
G. W. BEHRMAN. 


LAUSANNE, February 22, 1956 
Re Trading With the Enemy Act. 


Senator OLIN D. JOHNSTON, 
The Capitol, Washington, D. C. 
HONORABLE Mr. SENATOR: Allow me, please, to turn to you again. 
Since my first letter addressed to you on July 30, 1955, and the kind answer 
received, 7 months haave elapsed again and the Congress has furthermore not 
drafted a law for the liberation of German property. 
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I am now more and more painfully urging for financial means for my living, 

and would be restored to normal existing conditions could I and my children: 

(1) Ada-Ursula Fechner, born Brambeer, and 

(2) Francis Moran Brambeer, 
at last obtuin the inherited assets of my late husband and his late sisters and 
brother. 

Would you be so kind and urge the Congress to at least take up the one project 
of law assuring the liberation of inheritances which would draw from misery 
such a lot of innocent human beings? 

I am absolutely certain that your honorable and much beloved President, as 
well as the State Department, have not the slightest intention to destroy these 
people after heir patient waiting during 11 years. 

What is the use of fighting and struggling about problems instead of taking 
finally a decision to solve them? 

I am therefore urging that something be achieved at last, be it, if that is only 
a provisional measure, that the Congress empower our Bank of New York, Wall 
Street, New York, to pay us, as first account, at least a few thousand dollars, so 
that I may be given the possibility to live further without anxiety. 

Mr. A. Q. Schimmel, owner of Hotel Cornhusker, Lincoln, Nebr., visited me 
last summer and knows all about my difficulties and troubles. 

In New York, the counselor at law, Mr. Grenville Emmet, Jr., 48 Wall Street, 
New York, is executor of the wills ref. Claims No. 59275, No. 61703/4, and No. 
63053 /54. 

Sincerely hoping that my pleading will finally bring the subject to a happy 
end, I beg to remain, Honorable Mr. Senator, 

Sincerely yours, 
Mrs. ILSE BRAMBEER. 


LAUSANNE, April 14, 1956. 
Re bill 8S. 854. 
To the SUBCOMMITTEE, 
HOLC Building, Washington, D.C. 


(Attention of Mr. Olin D. Johnston, chairman. ) 


HONORABLE Mr. SENATOR: Referring to the notice of public hearing of April 20, 
1956, I wish to give you hereunder the brief statement required. 

I, undersigned, Mrs. Ilse Brambeer, widow, 63 years old, and my children : 

(1) Ada Ursula Fechner, born Brambeer, 30 years old, divorced; and 

(2) Francis Moran Brambeer, 27 years old, 
are the heirs of the trust account-estates which lie in the Bank of New York 
and proceeding from : 

(1) My late husband Francis Moran Brambeer and from his brother and 
sisters, named hereunder, who all died without children, i. e.: (2) His brother 
Frederick William Brambeer; (3) his sister Sarah, Baroness von Berenberg- 
Gossler ; (4) his sister Ada, Countess von Merenberg. 

The four inheritances consist of the fortune which the mother of my late hus- 
band, Mrs. Sarah-Dorrance Moran Brambeer, American citizen, born on July 7, 
1843, in Brooklyn, N. Y., deceased in 1923, has left to her four above-named 
children. 

I, personally, have only the usufruct of the fortune left behind by my late 
husband. My two children are the sole heirs of all the trusts. 

As now 11 years have elapsed since the end of the war, our means of existence 
here have expired. I am urgently in need of the assets left behind by my late 
husband. Here in Switzerland our dollar assets which our Swiss bank had 
retained in United States of America have also been blocked in 1951 by the 
Federal Reserve bank and the Department of Justice (blocked omnibus accounts). 

This will give you to understand that I am presently without any means of 
living and depend entirely on the support of my son Francis, who is working in 
the United States of America, and has now become assistant manager of a hotel 
in Omaha. 

My daughter and myself live since a few years in Switzerland, as our home in 
Wiesbaden (Germany) was seized by the American troops after the war. 

Under these circumstances, I am urgently praying for the soonest liberation 
of all inheritances. A definite liberation of merely $10,000 would be a deny of 
all sound private rights. 
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Should the enacting of the law by further postponed, I would urge that the 
Congress would empower our Bank of New York to pay me—as immediate first 
account—at least a few thousand dollars, 

I sincerely hope that a final satisfactory decision will at last solve all the 
difficulties we endure through this problem. 

Very truly yours, 
Mrs. Icse BRAMBEFR 


The executor of the wills ref. claims Nos. 50275, 61703/4, 63053/34, is Mr 
Grenville Emmet, Jr., 48 Wall Street, New York. 





DELAKE, Ornec., January 17, 1956 
Hon. WAYNE MORSE, 
United States Senate, Washington, D.C. 

My Dear Mr. Morse: I have been informed that almost identical bills 
such as S. 2227 and H. R. 6730 are to be introduced in both Congress and the 
Senate, which will provide for claims of American citizens against Germany 
and Japan. 

I find it difficult to understand why there has been no indication that American 
firms and citizens are to be compensated for the loss of their property and per 
sonal effects seized by the Japanese in China. When these acts of violence were 
perpetrated no open declaration of war had been declared between China and 
Japan, therefore China at that time should have been considered a neutral zone. 

My experience is typical of other United States citizens who were in China 
then. I was arrested by the Japanese military. Was first lodged in a civil prison 
in Tientsin, China; later imprisoned along with a United States Marine unit; 
still later I was returned to civilian internee status, and finally interned at 
Weishan, China. During my imprisonment my home was looted and occupied 
by the Japanese military. 

Between December 1941 and April 1943 I was forced to provide my own sus 
tenance and lodging, while not permitted to engage in any gainful capacity. Thus 
I was compelled to live on borrowed capital, most of which was obtained from 
the Swiss Red Cross. After my release this loan was repaid in full, together with 
the cost of my passage to the United States and my expenses en route, which 
amounted to approximately $4,000. However, this amount does not include the 
cost of my personal losses. 

I might also point out that the War Claims Commission did recoginze and 
recommend that claims such as mine should be compensated in the same manner 
and means as that of other claimants against the Japanese Government. As 
matters stand, provided the bills mentioned are passed, claims such as mine 
remaining unpaid, would be little less than discriminatory. 

After I was released I was in no physical condition for a year or more to start 
life anew. Malnutrition and beriberi had left their mark, and I was then 55 
years of age. 

Very truly yours, 
Ben W. BuUMPHREY. 


IRVINGTON, N. J., February 10, 1956. 
Hon. CLirrorpD P. CASE, 
United States Senate, 
Senate Office Building, Washington, D. C. 


DEAR Mr. Case: I am J. K. Davison of 47 Dupont Place, Irvington, N. J. My 
friends and associates in China and in the States know me as Judy Davison. 

In days of better fortune I was president and owner, as well as managing 
director of the J. E. Hayes Engineering Corp. (Federal, Inc., United States of 
America), of Tientsin, China. The corporation is still in existence and I con- 
tinue to carry the titles named above, but there is no longer life in the corporate 
body, nor do I derive any emolument from the mere fact of its technical existence. 

We supplied civil engineering and design service, and engaged besides in im- 
porting and building activities. Business flourished for a number of years, and 
the corporation made a little money ; and since the corporation, and Mrs. Davison 
and I, are practical identities, Mrs. Davison and I made a little money, too. 
Some we spent in living a fairly good life, before the little men came to wreck 
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our lives, and some we saved against the time when we might be able to reel out 
the rest of our lives in decent comfort in the States. 

What we saved we lost. While I do not have on the tip of my finger the exact 
amount of the losses that my wife and I sustained by reason of the belligerent 
action of the Japanese, the amount was indicated by Mr. Allman at the hearing 
before the Senate Foreign Relations Committee on January 25, 1952, as being 
$498,000. This is a lot of money to lose, particularly at my time of life, and it 
was not come by in any easy fashion; rather, it was acquired at the expense of 
eonsiderable of what Mr. Churchill would have called blood, sweat, and tears, 
and many heartaches besides. 

The Japs came and took everything, including me and my family. No doubt 
you are aware of the circumstances in which they kept those Americans and 
citizens of the United States of America who were living in China at the time 
of their incursion, and were unable, because of their commitments, to heed the 
admonitions from Washington and flee from the danger that impended. The 
confinement in filthy camps, the abuse, and what amounted to almost a starva- 
tion nutriment would have been unendurable but for the firm confidence that 
release and restitution would come in time. 

Release came eventually, and a return to the States for me and my family, 
with starved bodies and feet literally rotting away with disease; miserable, but 
buoyed by the thought that although our operations in China were a dead feature 
of the past, we could make out ali right in the future, for the flag that had freed 
us could also insure the restoration of our property, and we could start life over 
again using our restored funds as capital. We are, of course, happy to be free 
and home again; but no restoration of our property has been effected to date, 
although years have passed since the occurrence of these events. That we are 
alive and free is evidence that Uncle Sam won the war, but our unmerited poverty 
gives evidence, too, that we lost the peace. 

The treaty that the State Department contrived with the Japs did not require 
of the Japanese that American citizens who had lost their valuables in China 
should be restored in possession of their properties. Moreover, the same treaty 
is a waiver of claims that American citizens might but for such waiver have held 
against the Japanese. The enemy stripped us naked, but it was the State De- 
partment that arbitrarily stripped us of any chance to recover our clothes by 
conventional legal processes. We are impoverished by our own Government 
without due process of law. The “due process of law” clause in the Constitution 
is of enough importance that it is exhibited at least twice in amendments to the 
Constitution, but iteration even does not impress the State Department to the 
extent that the Department evaluates justice higher than expediency. The 
power of the State Department seems to transcend the Constitution. 

If expediency dictated the action that the State Department took in drafting 
a treaty that imposed injustice and hardship upon American nationals, or if a 
present loss seemed to help to assure a future gain—the aid of the Japanese in 
opposing the flow of the Communist tide—then that loss should be borne by the 
society that realizes the gain, and not by anything less than the total society. 
Injustice is then spread thinner, and hardship is not put upon one, or a few, even 
though the injustice remains. I think Congressman Devereux offered this rea- 
soning to the Foreign Relations Committee, and his reasoning seems naturally 
sound. : 

My only hope for “redress of grievances” and amelioration of hardship, both 
actual and anticipated, lies with the Congress. Mr. Dulles wrote, “United States 
nationals whose claims are not covered by the treaty provisions or by the legis- 
lation of other Allied Powers, must look for relief to the Congress of the United 
States.” Such a routine he could have had in mind as a means for getting 
justice for United States citizens without having to carry the burdens of the 
citziens of Allied Nations, as might have been the case if the treaty had provided 
for full compensation for all just claims against the Japanese. Regardless of 
the Secretary’s motives at the time when the treaty was drawn, the fact is that 
the Congress remains the sole hope for the correction of an error that hurts 
greatly. That is my hope for redress, and it is strengthened by the thought 
that those fellow citizens of mine who lost the fruits of their labor in Germany 
or in the Philippine Islands, have already found that the Congress will look upon 
all as being equal before the law, and will take appropriate measures to main- 
tain that fundamental principle. 

Aside from consideration of principles that must never be abdicated, there 
are human values that are worthy of consideration, also. So I shall abandon 
argument and turn to plea. 








roe FS et oF 


el! h6CS 


~~ Vee sl 


sy wae VV iw 


i 


BAN Alagoa Ores bi i NN ne 5 


i. ne 


RETURN OF CONFISCATED PROPERTY 425 


I am old enough to receive a Federal check each month as reward for hav- 
ing lived so long; but that same antiquity militates against my getting em- 
ployment that would enable my family to enjoy such niceties of life as were 
hoped for as reward for earlier diligence and self-denial. My wife applies 
herself as a dramatic and dancing teacher, a project born of necessity. Our son 
is in the Navy, in the hospital at St. Albans with a broken neck. A few days ago 
I received a communication from the Department of Justice. It demands that 
I reimburse the Government for the expenses that it incurred in getting me and 
my family home after we were released. While I recognize the obligation, I 
am not now able to discharge it, although the Justice people talk about a 10-day 
deadline. 

So that right may prevail and distress be relieved, will you work for an 
amendment to Senate bill S. 2227 that will demonstrate to all that with us, all 
are equal before the law, and that the democratic way is the better way of life. 
lam, 

Sincerely yours, 
JupIAH K. Davison. 


Wasuinoton, D.C., April 13, 1956. 
Hon. OLIN D. JOHNSTON, 
Chairman, Trading With the Enemy Act Subcommittee, Senate Judiciary 
Committee, United States Senate, Washington, D. C. 


My Dear SENATOR JOHNSTON: I received your notice of hearings on April 
20, 1956. 

If I appeared and read a statement to your subcommittee on behalf of my 
clients, the Association for the Return of Japanese Seized Assets of Tokyo, 
Japan, I would be unnecessarily taking the time of your committee without any 
purpose as my previous testimony before your subcommittee on July 1, 1054 
(pp. 64 to 69, inclusive, of the printed record entitled “Return of Confiscated 
Property”’—hearings before 83d Cong., 2d sess., on 8S. 3423 to amend the 
Trading With the Enemy Act) and before the ad hoc subcommittee of the House 
Cominittee on For. ign Affairs on its hearings commencing July 1, 1955, tell the 
full story of 85 percent of all Japanese property vested. 

I therefore propose that you incorporate in the record of your hearings these 
two statements at least by reference. You may say, if you so desire, that 1 
submitted them de novo. I enclose you herein copies of my statments so incor- 
porated in the records of previous hearings. 

Your special attention is directed to pages 8 to 11, inclusive, of enclosure No. 2 
which contains a statement of the official position of the Japanese Government 
in respect to certain negotiations between the United States Department of 
State and the Embassy of Japan in Washington referring to H. R. 6730. I was 
authorized by the Japanese Embassy to mak» this statement for the record. You 
will note that my statement quotes the texts of the aide memoires delivered to 
the United States State Department. 

I would appreciate your submitting this letter with its enclosures formally to 
your committee on its h_arings on April 20, 1956. 

If you would prefer my appearing in person, please so advise me. Let me 
know if there is anything I can do to fully cooperate with you. 

Very sincerely yours, . 
RAow. E. DESVERNINE. 


STATEMENT OF RAOUL E. DESVERNINE, EsqQ., ON BEHALF OF ASSOCIATION FOR THE 
RETURN OF JAPANESE SEIZED ASSETS OF TOKYO, JAPAN 


My name is Raoul E. Desvernine, with offices at 839 17th Street NW., Wash- 
ington 6, D. C. 

I appear and respectfully submit this statement on behalf of my clients, the 
Association for the Return of Japanese Seized Assets, of Tokyo, Japan, and 
severally for each claimant composing that association. 

This association was especially constituted by a group of Japanese claimants 
seeking the return of or compensation for their assets in the United States seized 
by the United States Government under the provisions of the Trading With 
the Enemy Act. 

The association was created to consolidate the representation of as many 
Japanese claimants as desired to voluntarily associate themselves in a col- 
lective, coordinated effort in furtherance of their joint and several interests in 
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order to simplify procedure in united action and to avoid duplication of ef- 
fort. 

Il have previously noted my appearance on behalf of these clients in my let- 
ter of December &, 1953, addressed to your committee’s chairman, to which 
reference is hereby made. Copies of this letter of December 8, 1953, were sent 
to each member of your subcommittee. 

The individual claimants composing the association, whom I jointly and sev- 
erally represent, with the respective amounts of their individual claims, were 
listed in a memorandum which I sent to your chairman under date of December 
29, 1953, and which I requested be incorporated in the records of your com- 
mittee. This memorandum shows the gross value of seized assets to be $84,- 
358,964.94, with amounts of paid or known debts as $20,914,498.83. This makes 
the sum of $63,444,461.11 as the net amount due claimants after payment of 
debts. All of these figures are subject to verification and corvection. An ad- 
ditional copy of this memorandum is annexed hereto, marked “Exhibit A,” and 
is submitted herewith for the record on this hearing. Of course, when §8. 
2423 becomes law, all of these claims will be each subject to proof as to validity, 
amount, and recoverability as may be provided in said law. 

I am also authorized to appear for Yamanaka & Co. of New York City, whose 
claim for $1,500,000 for seized merchandise has been filed with the Alien Property 
Custodian. 

I am also authorized to appear for the Nippon Yusen Kaisha (Japan Mail 
Steamship Co., Ltd.) whose claim is for $144,087.88 (as per itemization here- 
to annexed and marked “Exhibit B”’). This company has now affiliated itself 
with the association. 

The amounts of the above two claims should be added to the association’s net 
claims as listed on exhibit A. With the above two additions, I represent the 
aggregate principal amount of approximately $87 million of individual Japa- 
nese seized assets which, after payment of estimated debts, would be a net 
amount of over $65 million, which, as far as we can ascertain, we estimate is 
SO to 90 percent of all p ivate property of. individual Japanese in the United 
States, seized by the United States Government. In all of these figures, we 
have not included any seized property directly or indirectly owned or claimed 
by the Japanese Government in the United States. 

Undoubtedly, other Japanese claimants, net listed on exhibit A and not herein 
referred to, may separately appear or later present claims. 

I understand that your subcommittee desires no testimony as to the general 
philosophy of return as your subcommittee and its parent Senate Judiciary 
Committee have already voted for the principle of return. 

As to specific comments on the provisions of S. 3428, which you request, my 
clients have authorized me to state that they are satisfied with S. 3423, as pres- 
ently before you subcommittee and huve asked me to sponsor on their behalf 
its early approval by your subcommittee and its parent Senate Judiciary Com- 
mittee, looking to its early passage by the Senate and House. 

It is assumed that to the extent that the proceeds from any Japanese seized 
assets have been transferred to war c'aims funds ( which has been done accord- 
ing to exhibit A for approximately $42 million in respect of the listed claim- 
ants) that such transferred amounts will not be deducted from the amounts 
found to he returnable to the individual claimants as these transfers were 
made by the unilateral and arbitrary action of the United States Government. 
At most, these payments into the war claims funds can be considered only 
as intergovernmental transactions subject to intergovernmental settlement be- 
tween the Governments of the United States and Japan. Consequently, they 
cannot legally or justly be levied against or offset against or deducted from the 
claims of private Japanese citizens. To claim otherwise would be to argue that 
a “partial” confiscation is not such a confiscation of private property as is pro- 
hibited by The Hague Conventions, the traditional policy of the United States, 
and disavowed by this committee in its recent report. 

Possibly a reasonable compenstory custodial charge could be justified to in- 
demnify the custodian for administration expense. 

The principle of restoration of or just compensation for seized assets of pri- 
vate citizens having been acknowledged by this committee in its “final report” on 
the ground that “the policy of confiscation of individual enemy property lo- 
cated in the United States has been an unsound deviation from international 
law and the historic policy of this Government” (United States), it is respectfully 
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submitted that this committee now has the duty of promptly implementing that 
tinding by appropriate legislation and repairing the damage done thereby 

S. 3423 would do that satisfactorily and adquately in respect of Japanese 
claimants and, consequently, we urge prompt favorable action on 8S. 3425 

Is such legislation necessary or advisable at this time? 

President Eisenhower in his recent speech to the Nationa! Editorial Asso 
ciation has answered this question. 

He said: 

“Japan cannot live, and Japan cannot remain in the free world, unless some 
thing is done to allow her to make a living.” 

President Eisenhower continued : 

“Now, if we will not give her money, if we will not trade with her, if we will 
not allow here to trade with the Reds, if we will not try to defend in any way 
the Southeast Asian area where she has a partial trade opportunity, what is 
to happen to Japan? It is going to the Communists.” 

The restored assets or dollar compensation therefor, when received by the 
claimants as contemplated by S. 3423, would find their way directly and immedi 
ately into and wou.d have their impact upon the Japanese economy. They 
would provide the economy with additional means to acquire and modernize 
productive facilities; to augment needed working capital; and to increase for- 
eign purchases in the United States of raw materials at a serious moment in 
the Japanese economy and at a time when dollar credits are rapidly diminish- 
ing and other sources of credit and supply are totally inadequate. 

It seems clear that resident Eisenhower timed h's statement so as to emplia- 
size the necessity that the United States Government, as a matter of interna 
tional policy, assist in every possible way in the rehabilitation of a sound Japa- 
nese economy at this critical moment. It is obvious that S. $423 will afford 
some relief in that direction. 

If Japan is effectively to play her rightful and desired part in building the 
foundations for a sound and lasting peace, it is imperative that she be restored 
to a viable economy. The viability of her economy is inextricably bound to a 
foreign trade cycle whereby food and raw materials are imported, the raw mate 
rials being processed into finished goods and the finished goods exported for 
foreign exchange to finance the import of more food and raw materials. Japan 
is now dependent upon the United States for an assured supply of the foods and 
materials vital to her existence, and to purchase these Japan must have dollars. 

Financial assistance from the United States has in all forms been reduced 
drastically. After the cessation of Korean hostilities, direct and indirect mili 
tary expenditures in Japan in connection with Korea ceased; and American 
occupational spending is petering out. Even expected special procurement has 
declined. OFA aid is decreasing. Consequently, any dollar assistance to her 
economy becomes increasingly vital. It is this situation which President Kisen- 
hower undoubtedly had in mind. These conditions make any financial! assistance 
(no matter how small) vital to the Japanese economy. Consequently, the return 
of or compensation for seized assets would be most helpful to Japan at this tume, 
in addition to repairing an acknowledged rightful grievance. 

It is interesting to note that the Argentine, Brazil, Chile, Ceylon, and India 
have already agreed to return all property of individual Japanese seized by them. 





STATEMENT OF RAOUL EK. DESVERNINE, Esq., ON BEHALF OF ASSOCIATION FOR THE 
RETURN OF JAPANESE Seizep Assets or Tokyo, JAPAN 


My name is Raoul E. Desvernine, with offices at 839 17th Street NW., Washing 
ton 6, D. C. 

I appear on behalf of my clients, the Association for the Return of Japanese 
Seized Assets, of Tokyo, Japan, and severally for each claimant composing that 
association. 

This association was especially constituted by a group of Japanese claimants 
seeking the return of or compeusation for their assets in the United States seized 
by the United States Government under the provisions of the Trading With the 
Enemy Act. The association was created to consolidate the representation of as 
many Japanese claimants as desired to voluntarily associate themselves in a 
collective, coordinated effort in furtherance of their joint and several interests 
in order to simplify procedure in united action and to avoid duplication of effort. 
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The aggregate amount of the claims of the individual claimants represented 
by the association is approximately $87 million which, after payment of esti- 
mated offsetting debts of about $20 million, would be a net amount of over $66 
million. 

As far as we can ascertain, this is a very substantial part of all private prop- 
erty of Japanese nationals in the United States which was seized by the United 
States Government. These figures do not include any seized property directly 
or indirectly owned or claimed by the Japanese Government. I have filed with 
the State Department, the Attorney General (Office of Alien Property), and the 
Senate Judiciary Committee a copy of a detailed breakdown of each claimant 
composing the association, showing the nature of each claim, debt payments 
made or estimated to be made, offsets, etc. I will be glad to furnish this com- 
mittee with copies, if it so desires. 

All members of the association are absolutely opposed to the proposal con- 
tained in H. R. 6730 and are in favor of House Joint Resolution 265 and related 
resolution. 

In view of the fact that these claimants of $87 million of seized Japanese assets 
reject the proposal contained in H. R. 6730, it is difficult to reconcile Secretary 
Dulles’ statement in his letter of June 30, 1955, to Hon. James F. Richards, 
chairman of the House Committee on Foreign Affairs, that H. R. 6730 is esti- 
mated to “provide for a full return to approximately 90 percent of the former 
owners of vested assets,” unless, of course, the Secretary means in his calcula- 
tions to exclude all amounts claimed by these claimants and to include only the 
claims of natural persons with claims not exceeding $10,000 each. Most all of the 
claims represented by the association are not those of natural but juridical 
persons, and every one of them exceeds $10,000. It does not seem possible that 
the $87 million claimed by these claimants could be 10 percent or less of all Japa- 
nese and German vested assets. Consequently, Secretary Dulles’ statement 
should be clarified to show the actual amount of claims payable under H. R. 
6730 as against total claims outstanding. This, I am sure, would show the small 
percentage of claims in dollar value which would be settled by H. R. 6730. The 
implication in Secretary Dulles’ statement is that 90 percent of all claims would 
be disposed of by H. R. 6730, leaving only 10 percent unsettled. It doesn’t seem 
possible that this can be correct. The Department of Justice, in a letter to the 
Senate Judiciary Committee, estimated that approximately $175 million would 
be required to pay all German and Japanese claims. The highest estimate thus 
far made by any United States Government agency has been $225 million. 

It should also be pointed out that no difference or distinction exists in law 
between natural and juridical persons in respect of their rights to property and 
their rights to compensation therefor. To attempt to make this distinction, as 
H. R. 6730 does, and give natural persons preferential treatment over juridical 
persons is a concept novel in our law. Likewise, the amount of the vested prop- 
erty (over or under $10,000) cannot make the slightest difference in the applica- 
bility of the legal principles involved, nor can it in any wise justify different 
treatments and satisfactions. 

H. R. 6730 would introduce both of these legal novelties into our statutory 
law and, at the same time, discriminate against and leave uncompensated all 
natural persons with claims over $10,000 and all juridical persons. 

The determining judgment as to whether or not seized property should be 
returned or compensation made therefor is solely a question of the legal justifica- 
tion for the seizure. It is submitted that either all claimants are entitled, as a 
matter of right, to the return of all their property because of its unjustified 
vesting or none of them is entitled to anything, as a matter of grace or otherwise. 

Of course, the only excuse for vesting without obligation to return or to make 
compensation therefor is found in the amendment made to the Trading With the 
Enemy Act after World War II. 

This amendment purports to legally sanction vesting without obligation to 
return or to make compensation therefor. The Trading With the Enemy Act of 
1917 (40 Stat. 400) followed the theory of nonconfiscation, and Executive policy 
has always done likewise. In fact, this principle of nonconfiscation has been con- 
sistently followed by the United States Government from its beginnings until the 
enactment of the aforesaid amendment after World War II. Therefore, the 
Senate Judiciary Committee’s report is correct in its statement that “the present 
confiscatory approach is undermining the economic dogma advocated by this 
Nation since its inception.” . 

Secretary Dulles himself told the Senate Judiciary Committee in its hearings. 
on S. 3423 (a bill for the full return of vested property) that— 
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“The policy adopted after World War II of completely eliminating ownership 
of enemy private property was a departure from historic American policy after 
other wars.” 

He then added he would like to see a return to the historic position to the extent 
that may be possible. 

Another significant quotation from Secretary Dulles: 

“I recognize that there is force in what you say, to the effect that our own 
position to protect American interests abroad is strengthened if we protect 
foreign interests that are here. 

“IT would think that in an era when we expect the American interests abroad, 
American capital investments abroad, that it is wise for us to adhere ourselves 
strenuously to the highest standards of conduct in relation to those matters. 
That puts us in a better position to call upon others to apply the same standards.” 

From these words of the Secretary, we should properly be expecting him now 
to be sponsoring the joint resolutions before you supporting the sanctity of 
private property against confiscation ; not advocating H. R, 6730, offering a token 
payment, as a matter of grace, to an arbitrarily selected group of claimants in 
lieu of full compensation, as a matter of right, to all claimants for all seized 
property. This is exactly the point made by Senator Olin D. Johnston in his 
press release of June 10, 1955. This is, as Senator Johnston says, “confusing 
to say the least.” 

On the same subject, the Senate Judiciary Committee, in its Report No. 1982, 
on 8. 3423, says: 

“The United States cannot long continue an anomalous policy of supporting 
confiscation at home and condemning it abroad. Even when the inconsistency 
of such action does not prove troublesome momentarily, it threatens to plague 
this Nation and its citizens in the future.” 

Confiscation of private property, in peace as well as in war, is contrary to the 
principles of American constitutional law as well as against accepted principles 
of international law. This has been established by unbroken precedent and is a 
basic postulate of the American political creed. I will, however, not labor this 
point as your committee has conclusive demonstration and documentation estab- 
lishing these principles of law and of our historical and traditional practices. 
If, under the impulsion of war hysteria or the infiltration of alien concepts, we 
departed in our domestic legislation from these historic patterns, we should, as 
Secretary Dulles now states, return to our historic and traditional institutions 
and practices at least in our international dealings. 

Secretary Dulles, however, seemingly explains his shift from his previous 
position of full return to the administration’s present proposal of partial return 
as set forth in H. R. 6730 on the ground that “full compensation for vested 
German and Japanese assets would require the appropriation of substantial 
sums,” which would be burdensome to the taxpayer. (See previously referred to 
letter of Secretary Dulles to Congressman Richards.) 

We submit that this argument of the burdensomeness of making appropria- 
tions is completely and categorically disposed of by the Senate Judiciary Com- 
mittee which says in its report on S. 3423 at page 11: 

“For those who are agreed that a policy of confiscation of private property is 
inimicable with historic policy, public interest and sound judgment, there is no 
question of appropriation to reimburse individuals from whom property has 
been seized. 

“The necessity for appropriation arises by reason of the fact that certain 
confiscated property was liquidated and used to pay just and honorable obliga- 
tions of this Government to certain of its citizens who bore an undue personal 
burden during World War II. Undoubtedly these obligations would have been 
acknowledged by the Congress even if this fund had not been available. Similar 
compensation is being urged for veterans of the Korean conflict, payment of 
which is to be made from funds appropriated from the United States Treasury. 
This is the posture which the World War II legislation could, and in the 
judgment of many, should, have assumed.” 

Secretary Dulles, in his letter to Chairman Richards, says: “At the same time, 
no provision is made for the compensation of war claims of American nationals 
against Germany.” 

House Joint Resolution 265 (and related resolutions) only purports to be a 
declaration of national policy, which undoubtedly requires further implementing 
legislation. The resolution itself in its preamble contemplates that “appropriate 
adjustments respecting the interests of Americans” shall be made in the final 
settlements. 
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Secretary Dulles, however, might have said that Japan has made provisions 
for the payment of American nationals’ war claims against Japan and that such 
payments are presently being made according to the provisions of law. Such a 
statement would have made it clear that this objection to the resolution by 
Secretary Dulles was not applicable to Japan, but Germany only. 

Beginning on March 15, 1955, conversations, initiated by the invitation of 
the United States Government, were carried on between the United States 
Government and the Washington Embassy of Japan on Japanese vested assets 
and related matters. 

The United States representatives, in the course of these conversations, in- 
formed the Japanese representatives that it was proposed to submit a proposal 
to Congress for a limited and partial return of some vested assets along the 
lines of H. R. 6730. 

On the conclusion of the conversations, the Department of State issued a 
press release on May 10, 1955, unilaterally summarizing its version of the high- 
lights of these conversations. 

So that the record is clear as to the position of the Japanese Embassy, taken 
during the above-mentioned conversations, on the question of the full return of 
Japanese vested assets, and in respect of the United States proposal for their 
partial return, I am authorized by the Embassy of Japan to read you the text 
of 2 excerpts from 2 aide memoires officially delivered by Japanese Minister 
Watanahe to the United States representatives, setting forth the position of the 
Japanese Government. 


First aide memoire on opening of conversations 


“Before going into the subject matter, let me clarify my position. I do not 
and cannot legally represent or commit individual Japanese claimants to such 
assets. I cannot commit myself to any renunciation or compromise of their 
rights in their properties or in any respect concerning their claims thereto. I 
do know, however, what they want in a general way. Therefore, I am most 
happy to discuss this matter with you at your invitation. 

“It is very encouraging to observe the growing sentiment in this country for 
reasserting the principle of the sanctity of private property even in case of war. 
It was impressive to note that, in his frank statement before the subcommittee of 
the Senate Judiciary Committee, Secretary Dulles said: ‘The policy adonted 
after World War II of completely eliminating ownership of enemy private 
property was a departure from historic American policy after other wars.’ He 
further stated that he would like to see a return to the historic position to the 
extent that may be possible. 

“T have no intention, at this time, of going into the legal considerations about 
the action taken by the United States Government. I only wish to record my 
appreciation of the high spirit of your Government which motivated the recent 
move toward returning to the historic position concerning private property.” 


Second aide memoire delivered after being informed of United States proposal 
for partial compensation of certain claims 


“Taking advantage of the opportunity afforded by your kind invitation, I 
would like frankly to express the viewpoint of my Government concerning your 
expressed attitude on the return of the vested assets of Japanese private citizens. 

“T wish to make it clear that the Japanese Government strongly desires the 
return in full of all the Japanese vested assets without any limitation. Follow- 
ing are the reasons to support this viewpoint. 

“1. In spite of the fact that the Japanese Peace Treaty provides that the Allied 
Powers shall have the right to vest Japanese assets, and the fact that the Japa- 
nese Government is appreciative of the generous nature of the treaty; it, never- 
theless, remains true that the sanctity of private property is considered as one 
of the basic principles upon which all free nations place great importance. 
Article 17 of the Universal Declaration of Human Rights passed and proclaimed 
by the General Assembly of the United Nations reads that ‘Everyone has the 
right to own property alone as well as in association with others. No one shall 
be arbitrarily deprived of his property.’ If your Government would ‘return to the 
historic American position,’ as Secretary Dulles once put it, it would be a sig- 
nificant example of the constructive and admirable American leadership in 
the free world. 

“2. It is impractical and unwise to deny this principle even in the case of war. 
Two nations may be at war, but individuals, as between themselves, cannot be 
in a state of war. To penalize the owner of private property which happened to 
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be located in a foreign country at the outbreak of the war is difficult to justify 
Such individuals can hardly be held responsible for the war. Some may argue 
that the Government of the defeated nation should indemnify these individuals 
for the loss of their property. But if the Government of the defeated nation is to 
indemnify for such losses, it becomes a discrimination against other types of 
losses of, or damage to private property caused by the wa! Dhe Government of a 
defeated nation usually is not in such a financial position to be able to indemnify 
for all damages caused by the war. It is neither practical nor advisable to force 
the Government to make such indemnifications. This is particularly true when 
the victor nation wants to render the economy of the defeated nation sound 
und strong and when the victor nation wants to make a dependable ally out of the 
defeated enemy. 

“3. Although the war is almost 10 years past, the aftermath of the war is still 
hanging over us. It would now be most desirable to clean the slate and refresh 
the friendly relationship between the United States and Japan. We are, of 
course, not incognizant of the part we should play but your friendly gesture at 
this juncture would contribute to a great extent. It might be worthwhile to note 
that the Japanese who owned private property in the United States before the 
war were, in the main, those who had close economic ties with the United States. 
They could be of great help in cementing the future relation of our two countries 

“4. While we can understand the domestic problems involved in making an 
immediate full return, domestic technicalities are not too convincing a reason to 
owners who believe that their property right was unduly affected. Any partial 
payment could only be a constructive step towards meeting the hardship of 
some pending a full solution of the property problem but only if such partial 
payment do not prejudice a broader solution. We certainly hope that a full return 
will be made as early as possible.” 

It is clear from the foregoing that the Japanese Government made its posi- 
tion clear that: 

(a) It could not legally represent or commit individual Japanese claimants 
to vested assets: nor could it commit itself to any remuneration of their rights 
in their properties or in any respect concerning claims thereto; and 

(b) It strongly desires the return in full of all the Japanese vested assets 
without limitation ; and 

(c) It is not in accord with the proposal of the United States in respect of 
partial restitution along the lines of H. R. 6730. 

This position the Japanese Government maintains. 

The claimants for whom I appear concur in the position taken by the Japanese 
Government. 

The German Government, represented by its recent mission to the United 
States Government, as a result of similiar conversations with the United States 
State Department, took a like position in respect of its desires to see full resti 
tution to German claimants. Reference is made to the Congressional Record 
of April 13, 1955, pages 3670 to 3673. 

It, consequnetly, remains for the Congress to legislatively nullify the herein 
referred to amendment to the Trading With the Enemy Act which sanctioned 
vesting without restitution or compensation (confiscation) and to now authorize 
full return of seized German and Japanese individual assets. 

As Congress took the step of reversing our historic pattern and historical tra 
dition in such cases, it is respectfully submitted that Congress alone can correct 
that error which a declaration of national policy such as contained in Joint 
Resolution 265 and related resolutions, will do so much to do. Domestic legisla 
tion alone now blocks our restoring private property to the sanctity it has 
always enjoyed under our constitutional institutions and international procla- 
mations and practices. 

We urge the approval and adoption of House Joint Resolution 265 and related 
resolutions. 


My name is Amos M. Dunlap. I live at R. F. D. 4, Box 496, Alexandria, Va 
I am a doctor of medicine, now retired. 

I wish to add this statement to that of the Far East Group, Inc., submitted 
to this subcommittee when last it held hearings on this subject on November 28, 
1955, in support of the Far East Group’s proposed amendments to S. 2227, a 
copy of which proposed amendments is attached hereto. 
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I was born at Savoy, Ill., January 15, 1884. Upon graduation from the Uni- 
versity of Illinois in 1906 with the degree of A. B. I entered Harvard Medical 
School and was graduated in 1910 with the degree of M. D. In the summer 
of 1911 I went to Shanghai, China, and was in charge of Eye, Ear, Nose, and 
Throat Department at the Harvard Medical School in China. I returned to 
America in 1916 for further studies at Harvard Medical School and at the 
Rockefeller Institute in New York. I returned to China in 1918, and was in 
charge of the Nose, Throat, and Ear Department of Peking Union Medical 
College, an institution founded by the Rockefeller Foundation. In 1931 I became 
the head of Nose, Throat, and Ear Department of St. John’s University at 
Shanghai, China. 

I also engaged in China in the private practice of my specialty. I, with my 
family, was living in Shanghai on Pearl Harbor Day. 

I was repatriated to the United States in the fall of 1943 on the exchange 
vessel, M. S. Gripsholm, as an exchange prisoner in the international exchange 
which was reached with the Japanese. 

Just before liberation, my eldest son, James Monroe Dunlap, died in the 
internment camp in Shanghai, as a result of malnutrition and repeated attacks 
of malaria for which the Japanese had not provided adequate medicines. 

From 1944 through 1946 I was visiting professor of otolaryngology at the 
University of Chicago. 

I returned to Shanghai, China, in December of 1946 to resume the practice 
of my profession and to resume my teaching post at St. John’s University. I 
remained in Shanghai until October 23, 1952, and after having made repeated 
requests for permission to leave, was finally granted permission to leave by 
the Chinese Communists and I left China on that date. I have written a book 
of my experiences under the Chinese Communists, entitled “Behind the Bamboo 
Curtain,” which has recently been published, portions of which having lately 
been read over the air by the Voice of America. 

My first war losses in China as a result of Japanese aggression were sustained 
in the winter of 1937-38, when fighting took place between the Japanese and 
Chinese in the suburbs of Shanghai. A small house which belonged to me was 
burned by the Japanese soldiers. After Pearl Harbor Day, when the Japanese 
took over effective control of the International Settlement at Shanghai, my 
large nursery and garden was completely destroyed, including several thousand 
trees. My office was sealed by the Japanese and a large portion of the most 
important equipment as well as furniture was removed by them. The furniture 
in our house was sequestered by the Japanese and their employees moved into 
and lived in our house. My automobile was sequestered by them, for which 
the Japanese authorities gave me a receipt. These and other losses sustained 
by me at the hands of the Japanese wiped out my savings of a lifetime. 

All of these claims for losses have been wiped out by the provisions of article 14 
of the peace treaty with Japan under which American claims for losses in China 
as a result of the war with Japan have been waived by the United States 
Government. 

These claims were surrendered by the United States in the belief that the 
interests of this Nation would be better served by lightening the burden of repara- 
tiens to enable Janan to rebuild a sound economy. Thus, compelling equities 
arise in favor of our citizens whose claims were sacrificed to promote a foreign 
policy deemed advantageous to the Nation as a whole. 

We do not challenge the propriety of that action. However, it has long been 
recognized by our Government that when the United States relinquishes the 
claims of its citizens against a foreign government in pursuance of the national 
interest of the United States, it assumes an obligation to provide compensation 
to those whose rights are thus destroyed. When the Japanese treaty was under 
consideration, Mr. John Foster Dulles submitted a memorandum to the Senate 
Committee on Foreign Relations in which he stated that “United States nationals 
whose claims are not covered by the treaty provisions or by the legislation of 
other Allied Powers, must look for relief to the Congress of the United States.” 

S. 2227, one of the bills now before this subcommittee, was introduced at the 
request of the administration: a letter from Mr. John Foster Dulles in favor 
of the bill was put into the Congressional Record on the introduction of the bill. 
This bi!l has for its main purposes: 

(1) The return to the Germans and Japanese of certain of their properties 
situated in the United States which were vested during the war, by the American 
Alien Property Custodian: and 
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(2) The payment of compensation by the United States to Americans having 
war claims against Germany for damage and loss caused by Germany within 
Germany, Albania, Austria, Czechoslovakia, Greece, Poland, Yugoslavia and on 
the high seas; personal injury and death claims as well as property loss and 
damage claims are included. 

This bill ignores and omits the equally meritorious claims of our citizens who 
suffered losses as a result of military action by Japan outside of Japan proper. 

It is clear to us that such discrimination between one group of citizens and 
another constitutes a flagrant injustice. 

It is our position that S. 2227, and other similar bills now before this subcom- 
inittee, should be amended to provide for compensation of American war claim 
ants against Japan on the same basis as is provided for compensation of Ameri 
can claimants against Germany. 

I strongly urge that such amendments be adopted to provide equal treatment 
for all our citizens who have suffered the kinds of war losses covered by these 
bills. 

Respectfully submitted. 


Amos M. DuNtap, M. D 


AMENDMENTS TO TITLE II or S. 2227 ProPposen py Far East Grovp, INc. 
imendment No. 1 


The designation of this title on line 4, page 21, of the bill shall be changed to 
“German and Japanese Claims Fund.” 


Amendment No, 2 


Sections 201, 202, and 203, beginning with line 5, page 21, and ending with 
line 7, page 26, of the bill, shall be changed to read as follows: 

“Sec. 201. As used in this title the term or terms 

“(a) ‘Albania’, ‘Austria’, ‘Czechoslovakia’, ‘Germany’, ‘Greece’, ‘Poland’, 
‘Yugoslavia’, and ‘Japan’ when used in their respective geographical senses, mean 
the territorial limits of each such country in [continentalj Europe or Asia as 
such limits existed on December 1, 1937. 

“(b) ‘Japanese occupied territory’ means any territory occupied by the mili- 
tary or naval forces of Japan. 

“(c) [[(b)] ‘Commission’ means the Foreign Claims Settlement Commission 
of the United States, established pursuant to Reorganization i’lan No. 1 of 1954 
(68 Stat. 1279). 

“(d) [(e)] The term ‘national of the United States’ includes (1) persons who 
are citizens of the United States and (2) persons who, though not citizens of the 
United States, owe permanent allegiance to the United States. It does 
include aliens. 

“Sec, 202. (a) There is hereby created in the Treasury of the United States 
a fund to be known as the German and Japanese Claims Fund. The Secretary 
of the Treasury is authorized and directed to cover into this fund [$100,000,000] 
$200,000,000 from any payments, which, after the enactment of this title, are 
received by the United States through the Export-Import Bank of Washington, 
or otherwise, from the Federal Republic of Germany under article I of the Agree- 
ment Between the United States of America and the Federal Republic of Ger- 
many Regarding the Settlement of the Claim of the United States of America 
for Postwar Economic Assistance (Other Than Surplus Property) to Germany, 
dated February 27, 1953, or from Japan under any similar agreement entered 
into with such country. Subject to the deduction authorized by subsection (b) 
of this section one-half of the moneys covered into this fund shall be used to pay 
awards authorized by section 203 which arose as a consequence of military action 
by Germany and the other one-half of the moneys covered into such fund shall 
be used to pay awards authorized by section 203 which arose as a consequence 
of military action by Japan. 

“(b) There shall be deducted from the German and Japanese Claims Fund 
5 percentum thereof as reimbursement to the Government of the United States 
for the expenses incurred by the Commission and the Treasury Department in 
the administration of this title. All amounts so deducted shall be covered into 
the Treasury to the credit of miscellaneous receipts. 

“Sec. 203. The Commission is authorized and directed to receive and to de- 


termine according to the provisions of this title the validity and principal amount 
of claims for: 


not 
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“(a) Physical damage to, or physical loss or destruction of, property located in 
Albania, Austria, Czechoslovakia, Germany, Greece, Poland, or Yugoslavia which 
occurred during the period beginning September 1, 1939, and ending May 8, 1945, 
or of property located in Japan or Japanese-occupied territory during the period 
beginning July 7, 1937. and ending September 2, 1995, as a direct consequence 
of military operations of war, or of special measures directed against property 
during the war because of the enemy or alleged enemy character of the owner, 
which property was owned, directly or indirectly, by the claimant at the time 
of such loss, damage, or destruction. The sale, transfer, or assignment of such 
property subsequent to such damage, loss, or destruction shall not operate to 
extinguish any claim of the transferor otherwise compensable under this 
subsection. If a claim otherwise compensable under this subsection has been 
assigned for value the assignee shall be the party entitled to file a claim under 
this subsection. 

“(b) Damage to, or loss or destruction of, ships or ship cargoes directly or 
indirectly owned by the Claimant at the time such damage, loss, or destruction 
occurred, Which was a direct consequence of military action by Germany during 
the period beginning September 1, 1939, and ending May 8, 1945 , or of military 
action by Japan during the period beginning July 7, 1937, and ending September 
2, 1945. The sale, transfer, or assignment of such ships or ship cargoes subse- 
quent to such damage, loss, or destruction, shall not operate to extinguish any 
claim otherwise compensable under this subsection. If a claim otherwise com- 
pensable under this subsection has been assigned the assignee shall be the party 
entitled to file a claim under this subsection. No award shall be made under 
this subsection in favor of any insurer, or reinsurer as assignee or otherwise as 
successor in interest to the right of the insured. 

““(c) Net losses by insurance companies under war-risk insurance or reinsur- 
ance policies or contracts, incurred in the settlement of claims for insured losses 
of ships or ship cargoes, owned, (1) by natural persons who were nationals of 
the United States at the time of the loss, damage, or destruction of such ships or 
ship cargoes and at the time of the settlement of such claims, or (2) by corpora- 
tions, partnerships, associations, unincorporated bodies or other entities in 
which at least 50 percentum of the outstanding capital stock or other pro- 
priety interest therein was beneficially owned, directly or indirectly, by na- 
tionals of the United States at the time of such loss, damage, or destruction and 
at the time of the settlement of such claims, which insured losses were a direct 
consequence of military action by Germany during the period beginning Septem- 
ber 1, 1939, and ending May 8, 1945, or of military action by Japan during the 
period beginning July 7, 1937, and ending September 2, 1945. Such net losses 
shall be determined by deducting from the aggregate of all payments made in the 
settlement of such insured losses the aggregate of all amounts received by any 
such insurance companies on all policies or contracts under which the insured was 
a national of the United States or, in the case of an insured corporation, partner- 
ship, association, unincorporated body, or other entity, at least 50 percentum 
of the outstanding capital stock or other proprietary interest therein was bene- 
ficially owned, directly or indirectly, by nationals of the United States. 

“(d) Loss or damage on account of the death or injury of any person who, 
being then a civilian national of the United States and a passenger on any vessel 
engaged in commerce on the high seas, was injured or killed as a result of military 
action by Germany during the period beginning September 1, 1939, and ending 
December 11, 1941, or of military action by Japan during the period beginning 
July 7, 1937, and ending December 11, 1941, or for the loss of, or damage to, the 
property of any civilian national of the United States, passenger on such vessel, 
during such period, resulting as a direct consequence of such action. Awards 
under this subsection on account of the death or disability of any one person 
shall not exceed $7,500. An award on account of the death of any such person 
shall be made only to or for the benefit of the following persons: 

“(1) Widow or husband if there is no child or children of the deceased; 
“(2) Widow or husband and child or children of the deceased, one-half to 
the widow or husband and the other half to the child or children of the de- 
ceased in equal shares; 
“(3) Child or children of the deceased (in equal shares) if there is no 
widow or husband; and 
(4) Parents (in equal shares) if there is no widow, husband, or child. 
An award on account of disability shall be made only to the persons so disabled, 
or, in the event of his death at any time prior to the making of the award, to the 
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persons specified in paragraphs (1) through (4) of this subsection in the order so 
specified. 

“(e) Losses resulting from the removal of industrial or other capital equip 
ment in Germany owned directly or indirectly by the claimant on May &, 1045, 
and removed for the purpose of reparations including losses from any destruc 
tion of property in connection with such removal. If a claim which could 
otherwise be allowed under this subsection has been assigned for value, the 
assignee shall be the party entitled to claim hereunder.” 


Amendment No. 8 
Section 210 shall be amended by the insertion of the words “and Japanese” 
following the world “German” at the end of line 1 on page 30 of the bill 


New York, N. Y., April 18, 195 
Hon. OLIN D. JOHNSTON, 
Chairman, Judiciary Subcommittee on Trading With the Enemy Act, 
United States Senate, Washington, D. C. 


DeAR SENATOR JOHNSTON: This letter is written to record our comments with 
regard to certain of the provisions of S. 2227, a bill to amend the Trading With 
the Enemy Act, as amended, and the War Claims Act of 148, as amended, 
and to request that certain of such provisions be amended; it is requested that 
this letter and the annexed memorandum be included in the record of your 
subcommittee hearings. 

At all times since 1941, Ford Motor Co. has been the owner of 55 percent or 
more of the stock of Ford-Werke A. G., a German corporation; during World 
War II, Ford Werke A. G. suffered very substantial war damages, including 
war dumage compensable under S. 2227 in the amount of $5,540,000, thereby 
giving the undersigned a claim of approximately $3,250,000 
I. Priority provisions of 8.2227 

Section 211 (a) of S. 2227 establishes the following order of priority for 
payments on account of awards: First, awards for personal injury and death 
elaims; secondly, payments not to exceed $1,000 or the principal amount of the 
award, whichever is less, on all other awards; thirdly, additional payment 
not to exceed an aggregate amount of $10,000 on all other wards; and fourthly, 
a pro rata distribution of the balance of the fund. 

There is annexed hereto a “Memorandum on Effect of Provisions of S. 2227, 
Relating to Priority in Payment of the War Damage Claims,” dated December 23, 
1955; the Germany company referred to therein is Ford-Werke A. G. and the 
American company referred to therein is the undersigned 

As more fully stated in such memorandum: 

1. The probable effect of the priority provisions of S. 2227 is to limit the 
recovery of any United States claimant to less than $10,000 no matter how 
large or meritorious its claim, thereby discriminating unjustly against those 
claimants with substantial claims; thus, Ford Motor Co. would receive not over 
$10,000 against a claim of $3,250,000, a recovery of approximately 0.3 percent 
on its claim. 

2. The property-damage priority provisions of S. 2227 are so discriminatory 
as to Ford Motor Co, that they may be unconstitutional under the fifth amendment 

3. The property-damage priority provisions of S. 2227 have no precedent in 
United States iegislation relating to war-damage claims and differ substantially 
from those contained in the recent acts relating to Yugoslavian nationalization 
claims and to Bulgarian, Rumanian, and Hungarian war damage and national 
zation claims, and from those contained in the convention between the United 
States and Panama of October 11, 1950. Legislation relating to payment of 
property war-damage claims should adopt similar priorities to the extent that 
circumstances are comparable and results will be equitable. 

4. The property-damage priority provisions of S. 2227 constitute a deterrent 
to private American investment overseas. 

5. The proposed priority provision for payments up to $10,000 on property 
claims is not justified as a measure to prevent “hardship” to individual claim- 
ants. The Federal Republic of Germany has recently implemented legislation 
known as the equal’zation of burdens law under which individuals, regardless 
of citizenship or residence, but not corporations, are entitled to compensation, 
at varying rates, for war damages to their property. 

It is therefore respectfully urged that, without changing the priority pro 
visions with respect to personal injury and death claims, the property-damage 
priority provisions of 8S. 2227 be amended, so as to provide: First, for payment 
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in full on awards up to $1,000; secondly, for a payment of $1,000 on all other 
awards; and thirdly, for a pro rata distribution of the balance of the fund. Sug- 
gested language to accomplish this is set forth on page 7 of the annexed memo- 
randum. As so amended, the property-damage priority provisions of 8S. 2227 
would be the same as those included in the acts relating to Yugoslavian nation- 
alization claims and to Bulgarian, Rumanian, and Hungarian war-damage and 
nationalization claims as well as those included in the convention between the 
United States and Panama of October 11, 1950. 
On the basis of various assumptions set forth in the attached memorandum, it 
is estimated that 
(a) The priority provisions recommended above, in conjunction with 
benefits under the German equalization of burdens law, would provide sub- 
stantial payments to individual claimants, at varying rates (e. g., an individ- 
ual claimant with a claim of $6,400 would be entitled to compensation 
amounting to 50 percent of his claim), and 
(b) The priority provisions recommended above would provide payments 
to United States corporate claimants at the rate of approximately 25 percent 
of the portion of their awards in excess of $1,000. 


II. Eligibility requirements in S. 2227 as to corporate claimants 


Section 205 (b) of S. 2227 provides that no claim by a corporation organized 
in the United States shall be allowed unless at all times between the dates of loss 
and of presentation of the claim “at least 50 percent of the outstanding capital 
stock or other proprietary interest in such entity was beneficially owned, directly 
or indirectly, by natural persons who could qualify as individual claimants under 
subsection (a) of this section.” [Italic added. ] 

From September 1, 1939, to September 10, 1947, various individuals who would 
qualify as claimants under the provisions of section 205 and their estates owned 
more than 50 percent of the outstanding stock of Ford Motor Co., a Delaware cor- 
poration. From September 10, 1947, to date, the Ford Foundation has owned 
more than 50 percent of the outstanding stock of Ford Motor Co. The Ford 
Foundation is a nonstock, charitable corporation organized under the provisions 
of the Michigan General Corporation Act. All of the trustees and all of the mem- 
bers of the Ford Foundation are individuals and nationals of the United States. 

Pursuant to the International Claims Settlement Act of 1949, as amended, 
Ford Motor Co. recently filed with the Foreign Claims Settlement Commission a 
claim based upon an indirect interest in a Hungarian subsidiary for compensa- 
tion for both war damages incurred by such company and for its subsequent 
nationalization by the Government of Hungary. Pursuant to a request for ruling 
filed by Ford Motor Co., the Foreign Claims Settlement Commission considered 
the status of the Ford Foundation in relation to the term “natural person” as 
used in such act and found that United States charitable corporations are within 
the ambit of the term “natural person” as used therein. In view of such finding 
and the close similarity in the wording of the eligibility provisions of such act 
and of S. 2227, Ford Motor Co. considers that it is an eligible claimant under 
section 205 (b) of S. 2227 and presumes that the same interpretation will be given 
to the language of section 205 (b). 


III. Interpretation of section 206 (b) of S. 2227 


The second sentence of section 206 (b) of S. 2227 reads as follows: 

“Any award under this subsection shall be limited to that proportion of the 
total loss that the capital stock and proprietary interest owned by qualified claim- 
ants in such entity at the time of the loss, damage, destruction, or removal bears 
to the total capital stock and proprietary interests.” 

In view of the use of the phrase “directly or indirectly” in the first sentence of 
section 206 (b), it appears that to clarify the intended meaning, the second sen- 
tence should be amended by inserting the phrase “directly or indirectly” in such 
sentence after the word “owned.” 

The point is of importance to Ford Motor Co. since, at the time of loss. part 
of its stockholding in Ford-Werke A. G. was direct and part of it was indirect, 
through Ford Motor Co., Ltd., Dagenham, England. 


We are forwarding a copy of this letter to each of the other members of your 
subcommittee. 


Very truly yours, 
Forp Moror Co., 
By Tom LIttey, 
Assistant General Manager, 
Ford International Division. 
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MEMORANDUM ON EFFECT OF PROVISIONS OF S. 2227 RELATING TO [’RIOKITY IN 
PAYMENT OF Wak DAMAGE CLAIMS 


The statements made by representatives of the administration and by other 
witnesses at the hearings before the Trading With the Enemy Subcommittee of 
the Senate Judiciary Committee on November 29 and 30, 1055, do not adequately 
describe or indicate the probable effect of the priority provisions of S. 2227 on 
those having substantial German war damage claims 

As discussed below, the probable effect of the priority provisions as to property 
claims under S. 2227 is to limit the recovery of any United States claimant to 
$10,000, no matter how large or meritorious a claim the claimant may have, 
thereby discriminating unjustly against those claimants with substantial claims 
It is therefore strongly recommended that these provisions be amended so that 
they provide first for payment in full of claims of up to $1,000, secondly, for a pay 
ment of $1,000 to all other claimants, and thirdly, for a pro rata distribution of 
the balance of the fund among all unsatisfied claimants. 

Many corporations organized in the United States carried on their business 
enterprises in Germany through German corporations in which they owned a 
majority of the stock. Let us assume the case of a United States corporation 
owning 55 percent of the stock of a German company, which suffered war damage 
compensable under 8. 2227 in the amount of approximately $5,840,000, thereby 
giving the American company a claim under 8. 2227 of upproximately $3,250,000 

The German company would have been unable to obtain any recovery from 
the German Government during World War II for war damages incurred after 
the early part of 1942 because more than 25 percent of its stock was owned by 
United States nationals. 

Furthermore, under the German “equalization of burdens law” enacted after 
World War.II, the German company would be required to pay very substantial 
taxes amounting to perhaps $3,800,000 at the current rate of exchange. However, 
the German company would not be entitled to any benefits under such law because 
it is an incorporated company. 

The American company has received no compensation from any United States 
source for its proportionate share of the war damages incurred by the German 
company referred to above. 


United States tar status of American companies in relation to their investments 
in German companies 


Many American companies claimed a deduction for United States Federal 
income-tax purposes for their entire investment in Germany in 1941, and for 
many of such companies the effective tax rate for such year was 31 percent 
Many such American companies who effected a war loss recovery in respect of 
their investment in Germany after World War II found that the value of such 
investment had very substantially diminished during World War II. In the case 
of American companies who claimed their deduction in 1941 when the effective 
tax rate for them was only 31 percent, there is no possibility (banning a com- 
pletely unforeseeable reduction in the Federal income tax) that such companies 
will pay tax on its recovery at a rate lower than the one in effect at the time of 
its loss. 


S. 2227 is only probable source of compensation for the American company and 
the German company 


As indicated above, the German company is not eligible for compensation under 
German law. 

Furthermore, statements of representatives of the administration indicate 
that S. 2227 is the only possible source of recovery for the American company. 
For example, in the explanatory memorandum which accompanied Secretary 
of State Dulles’ letter of June 6, 1955, to Vice President Nixon it is stuted that 
the countries specified in section 201 of S. 2227 are included “since no provision 
had been made or was likely to be made for the payment of war claims arising 
in these areas.” 

As further stated in such letter: “The creation of the $100 million fund would, 
therefore, not establish a precedent for the payment of American property-damage 
claims against foreign governments out of public moneys.” 

Finally, in Mr. Murphy’s statement before the subcommittee on November 29, 
he stated : “The War Claims Act of 1948 had, therefore, resulted in the exhaustion 
of the only funds to which claimants against Germany could look for satisfaction 
of their claims.” 
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Priority provisions of 8. 2227 


Section 211 (a) establishes the order of priority for payments on account of 
awards certified by the Foreign Claims Settlement Commission.’ It provides, 
first, for payment of awards made for personal injury and death claims, secondly, 
for payments not to exceed $t,0000 or the principal amount of the award which- 
ever is less on all other wards, thirdly, for additional payments not to exceed 
$10,000 (including the payment of the $1,000 above mentioned) on all other 
awards, and fourthly, for a pro rata distribution of the balance of the fund. 

It seems not unreasonable that awards for personal injury and death claims 
should be given priority. However, all other claims under S. 2227 are property 
damage or money claims. All further references in this memorandum to priority 
provisions should be understood as referring only to the priority provisions of 


SQ oor 


, 2227 which relate to the payment of property damage or money claims. 
Probable effect of priority provisions of 8. 2227 

The bill as drafted gives priority to payments of up to $10,000 on all property 
claims. Mr. Dulles’ letter to Mr. Nixon of June 6, 1955, reads in part as follows: 
“The compensation payable to any single claimant probably would not exceed 
$10,000." In view of the estimate of the number of claims likely to be fi-ed under 
such legislation, it certainly appears that Mr. Dulles’ estimate of the situation 
is accurate. 

Furthermore, Mr. Robert D. Murphy, Deputy Under Secretary of State, stated 
before the subcommitee at the recent hearings : 

“It is estimated that the fund proposed will permit payments to American 
claimants up to $10,000 each. Should any further payments be possible, the 
proposed legislation would permit payments pro rata above that amount within 
the limits of the $100 million fund.” 

From the above, it appears that no matter how large a property claim is 
asserted and certified by the Commission, recovery under S. 2227 is in all 
probability limited in fact to $10,000 on any such claim. The American company 
referred to above would recover at most $10,000 against a claim of approximately 
$3,250,000. 

Information filed with the subcommittee by the Foreign Claims Settlement 
Commission in September 1955? estimates the aggregate number and value of 
potential claims (other than personal injury claims) of under $10,000 and over 
$10,000 under 8S, 2227 as follows: 


| Number of Aggregate 


claims | value 





‘laims of $100,000 and under andiotiaanke caaiercniee aaa 21, 261 $46, 596, 7 
‘laims over $10,000 ies ‘ ates Olas Seba 261, 328, £ 


Total Savane paeoanhecmineeialbabaehios od 33, : 307, 925, 237 


On the basis of these estimates, the aggregate amount of the claims of less 
than $10,000 is less than one-half of the available fund of $100 million; further- 
more, the fund of $100 million would not be sufficient to permit payments to 
American claimants up to $10,000 each, since such payments would require an 
aggregate of $166,126,719 consisting of $46,596,719 (the value of all claims of 
$10,000 and under) plus $119,530,000 (11,953 *& $10,000). In other words, to 
provide for payments up to $10,000 to each claimant, it would appear that an 
additional $66,126,719 would be required. 

However, the system of priorities in S. 2227 is such that in order to protect 
those having claims of up to $10,000, those having large claims are unduly 
penalized ; for example, even if we assumed a payment of $10,000 to the American 
company above referred to, such company would receive payment at the rate of 
only 0.3 percent on its claim, notwithstanding the fact that the aggregate amount 
to be appropriated would appear to permit payment on all claims, proportionately, 
at the rate of approximately 33 percent on the principal amount of each claim. 
The effect of compensation payable under the German “equalization of burdens” 
law is discussed hereafter. 

1 Foreign Claims Settlement Commission. 

2 The information filed by the Commission with the subcommittee at the recent hearings 
eontains a tabulation of known claims to be asserted under S. 2227, but such tabulation 
gives no breakdown as to claims of $10,000 and under. 
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Conatitutionality of S. 2227 


The effects of the priority provisions of 8. 2227 are so discriminatory in nature 

hat they may indeed be found unconstitutional under the fifth amendment as 
mstituting arbitrary and unreasonable discrimination against holders of large 
iaims. 

It is well established that aribitrary or unreasonably discriminatory legisla- 
ion may violate the due process clause of the fifth amendment. Detroit Bank 
Formerly Detroit Savings Bank) v. United States (317 U. 8. 329 (1943)); see 
lirabayashi v. United States (320 U. 8S. 81 (1948)). 

In the conferring by Federal legislation of privileges or favors to which or- 
anizations or individuals would not otherwise be entitled, the requirements of 

due process must be satisfied. For example, a test of eligibility to receive rights 
under a statute is valid under the fifth amendment only if it bears a reasonable 
relation to the legislative objective, i. e. a substantial basis in fact for imposing 
the test: see National Maritime Union of America, et al. v. Herzog, et al. (78 F. 
Supp. 146 (D. D. C.; 1948); aff'd per curiam, 334 U. 8S. 854 (1948)). 

If the Federal Government elects to provide bounties to any of its citizens, it 
cannot arbitrarily exclude any of its citizens therefrom. See Peters v. New 
York City Housing Authority (128 N. Y. 8S. 2d 224, (Sup. Ct., Kings Co., 1953) ; 
order modified 128 N. Y. S. 2d 712 (1954) ). 

The power of Congress to select classifications must rest upon some difference 
which bears a reasonable and just relation to the act in respect to which the 
classification is proposed. Hamilton National Bank vy. District of Columbia (156 
I. 2d 843 (U.S. Ct. App., D. C. 1946) ). 


Deterrent effect of such priority provisions on private investment overseas 

The present administration has repeatedly stated that it considers that private 
investment by American citizens in overseas countries is an important factor in 
the foreign economic policy of the United States. The priority provisions of 
S. 2227 as to payment of property claims will undoubtedly tend to discourage 
the making of substantial investment overseas. 


The priority provisions of S. 2227 are inconsistent with those contained in pre- 
vious legislation 


The priority provisions of S. 2227 have no precedent in the legislation on 
treatment of war damage claims resulting from World War I or the Spanish- 
American War, as it was expected in those cases that funds would be available 
for the payment of substantially all claims, 

Furthermore, it appears that the priority provisions contained in S. 2227 inso- 
far as they relate to property damage claims are substantially different from 
those contained in two laws recently enacted by the Congress on similar sub- 
jects, namely the amendment of the International Claims Settlement Act of 1949 
(enacted in March 1950) which relates to Yugoslavian nationalization claims 
and the later amendment to such act (enacted in August 1955) which relates 
to Bulgarian, Rumanian, and Hungarian war damage and nationalization claims, 
and from those contained in the convention between the United States and 
Panama of October 11, 1950. 

The priority provisions relating to Bulgarian, Rumanian, and Hungarian war 
damage and nationalization claims as set forth in section 310 of the International 
Claims Settlement Act provide in effect that as to these claims, payment in full 
is to be made of each award of $1,000 or less; thereafter payments are to be 
made in the amount of $1,000 on account of the principal of each award of more 
than $1,000 in amount, and thereafter payments from time to time shall be made 
in ratable proportions on account of the then unpaid balance of all awards in the 
principal amount of more than $1,000. 

The priority provisions relating to the payment of the Yugoslavian nationali- 
zation claims are set forth in section & (c) of the International Claims Settle- 
ment Act, 22 U. 8S. C. A. 1627: these provisions and the priority provisions con- 
tained in the Panamanian Convention above referred to are substantially identi- 
cal to those relating to the payment of the Bulgarian, Rumanian, and Hungarian 
war damage and nationalization claims. 

It seems desirable that all legislation relating to the payment of property war 
damage claims should adopt the same system of priorities to the extent that the 
circumstances are comparable and the results will be equitable. 


Discussion of arguments advanced to support the property priority provisions 
of S. 2227 


It has been argued that the priority provision for payments up to $10,000 on 
property claims was inserted in S. 2227 for two reasons: 
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(a) To provide for “hardship” cases; and 
(vb) To incorporate in the war claims section of the bill the same figure 
of $10,000 as is incorporated in the return of assets section of the bill. 
It is submitted that neither of these arguivents is supportable. 
Discussion of “hardship” argument 

It is at least questionable as a matter of principle whether any priority should 
be given to smaller claims where only property claims are involved. 

Furthermore, the Federal Republic of Germany has enacted legislation known 
as the equalization of burdens law, under which individuals, but not corpora- 
tions, were entitled to compensation for damages to their property resulting 
from the conduct of hostilities provided such damage arose in the Federal terri- 
tory or in Western Berlin. Natural persons were eligible to file such claims 
prior to August 31, 1953, regardless of the citizenship and the place of residence 
of the applicant. Legislation enacted in July 1955 specifies the rates of compen- 
sation for property damage under such law; these rates are set forth in part I 
of exhibit A hereto. An estimate of the aggregate amount payable to United 
States nationals under such law must obviously be a very rough estimate; how- 
ever, based on the assumptions set forth in part II of exhibit A, it is estimated 
that the maximum aggregate amount payable to United States nationals under 
such law is approximately $10,100,000, 

Section 2044 (b) of S. 2227 requires all amounts the claimant has received 
or is entitled to receive from any source on account of the loss with respect to 
which the award is made to be credited against the award ; however, the recovery 
of individual claimants (except those paid in full) will be increased by approx- 
imately the amount of their German recovery. As indicated above, corporate 
claimants are not entitled to recovery under the German law: furthermore the 
aggregate amount recoverable by individuals thereunder (estimated at $10,- 
100,000) would appear to have no effect on the recovery by large corporate 
claimants under S. 2227 as drafted, because, as indicated on page 3 hereof, it is 
estimated that before the pro rata provisions of S. 2227 come into play, it would 


be necessary that the aggregate amount to be distributed be increased by approx- 
imately $66 million. 

Furthermore, the priority provisions of S. 2227 make no attempt to classify 
or define various claims as “hardships” claims, nor do they distinguish between 
corporate and individual claims. For example, on the basis of the administra- 
tion’s statements, if United States Steel Corp. had a valid claim for $10,000, this 
claim would be paid in full; if Bethlehem Steel had a valid claim for $5 million, 
it also would receive only $10,000. Likewise, if an individual had a claim for 
$25,000, he also would receive $10,000. It is submitted that in any case where 
a limited fund is being divided among a group of claimants having claims of vary- 
ing amounts, it is only reasonable and equitable that a large part of this fund be 
allocated between all claimants on a pro rata basis, after some provision is made 
for payment in full of the smaller claims. This is the effect of the formulas 
adopted in the legislation relating to the Hungarian, Bulgarian, and Rumanian 
war damage and nationalization claims. 

The nature of the priority provisions under the legislation referred to above 
relating to the Hungarian, Bulgarian, and Rumanian war damage and nation- 
alization claims (where the priority amount was fixed at $1,000) and their effect 
on payments to the smaller claimant was discussed at length before the House 
Committee on Foreign Affairs (pp. 93-99 of the report) at hearings before 
such committee in March and April 1955 on such draft legislation. 

These hearings and Report No. 624 of the Committee on Foreign Affairs dated 
May 24, 1955, on H. R. 6882 indicate that the purpose of the priority provisions 
was to enable small claimants having claims of less than $1,000 to receive prompt 
payment of their claims or to obtain a prompt payment of $1,000 on account 
of their claims (if for more than $1,000) ; the hearings indicate that it was not 
the purpose of the priority provisions to exhaust the available funds, as it is 
acknowledged that the industrial claimants would participate to a substantial 
extent in the balance remaining after the priority payments were made. Ex- 
cerpts from the committee report and the hearings are set forth in exhibit B. 

Diseunssion of argument that the priority provision in the war claims Dill 
should be $10,000 because the same figure of $10,000 is used in the first part 
of S. 2227 as a top limit in connection with the return of vested assets to indi- 
viduals. 

This argument is certainly not logical nor indeed is it claimed to be so. 

The two portions of the bill (that relating to the return of vested assets and 
that relating to the war damage claims) have no logical connection with each 
other; the two matters could very properly have been the subject of completely 
separate bills. There is therefore no reason whatever (except for what is 
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termed “an optical one”) that the two amounts should be the same. Presumably, 
the reason for fixing the $10,000 maximum on the amount of vested assets to 

returned to any individual former owner is twofold; this was a limitation 
which confined the overall cost of returning such vested assets to a figure ap 
proximately equal to or possibly somewhat less than the present balance of the 
funds held by the Attorney General; furthermore, the $10,000 maximum has 
legislative precedent in the Winslow Act of 1923. 

It is recognized that the probable effect of the legislation as now drafted 
would be to restrict the American company and other large claimants to a 
recovery of $10,000. It is believed that the administration is not irrevocably 
in favor of the priority provisions as now drafted and that some entirely different 
priority provision might well be enacted. 


Recommendation 


Under all! the circumstances, it is respectfully submitted that S. 2227 should be 
amended, as follows: 

Delete lines 15 to 24, inclusive, on page 30 of S. 2227 and insert the following: 

“(2) Thereafter, payment in full of the principal amount of each other award 
of $1,000 or less made pursuant to section 203 

“(3) Thereafter, payment in the amount of $1,000 on account of the principal 
of each other award of more than $1,000 in amount made pursuant to section 
203.” 

Estimated effect of amended priority provisions on recoveries under S. 2227 

The recommendations set forth above in conjunction with the benefits under 
the equalization of burdens law referred to above would provide a substantial 
recovery to individual claimants in “hardship” cases. 

As stated earlier herein, data furnished to the subcommittee in September 
1955 by the Foreign Claims Settlement Commission estimates that there may 
be 21,261 claims for damages under $10,000 and 11,953 claims for over $10,000. 
According to such data, the average value of property under $10,000 in Germany 
owned by United States nationals at the start of World War II was $2,300. 
The total value of such claims was estimated to be $307,925.237. The sum 
available to pay such claims under S. 2227 would be $98 million, assuming $2 
million is required to pay claims under section 203 (d) for personal injury and 
death and related property damage. It is reasonable to assume, based upon 
the amount of such awards under the Yugoslavian Claims Act and the averace 
value of the holdings in Germany under $10,000, that at least 25 percent, or 8.303, 
of the claimants will receive awards of less than $1,000. If the awards under 
$1,000 were to average $500 each, $29,062,500 would be required to pay awards 
up to $1,000 in full and to pay $1,000 on account of each award of more than 
$1,000, and a balance of $68,937.500 would be available for distribution pro 
rata on the unpaid portion of awards in excess of $1,000. 

On the ahove assumption, and on the estimated payment of $10 million to 
United States nationals under the German equalization of burdens law, the ree- 
ommended priority provisions would permit the payment of $0.256 on the dollar 
on the portion of awards in excess of $1,000. Under the recommended priority 
provisions, it is estimated that claimants receiving awards for amounts up to 
$10,000 under S. 2227 who were eligible for compensation under the German 
equalization of burdens law would receive the following amounts: 


Estimated aggregate compensation der 
Amount of allowed damage Cerman law and S. 2227 with amended 
priority provisions 





OS Oe eee igs cp islamic tataie $2 to $400___- : oa to 108 
Sr «5.5 5 ess erica tlediogeeies oe 7 $401 to $5e 7 100 to 1 
I $561 to $720__.. , 
$721 to $°F0 dad . adendamobedalnied oe $721 to $880 ‘ . ee 1m t y 
R81 to $1,040 ee ‘india enantio $821 to $1,040 Fa 1% 1 
RE, GPCR tthe ceceecncdsssnteenswess -| $1,041 to $1,200 eon 100 to 190 
$1,201 to $1,440 ear PES ‘ ot $1,201 to $1,440 : : to 190 
Ch NE NN oi cs cecsnnceneaee .-----| $1,441 to $1,537 a oat to 91 
$1,681 to $2,000____- : oe ee ee $1,582 to $1,664 ate = i 4 to 83 
BONS 0 Oe AOD ook a cw ncigecneercegeeunanegaael MTET Ue ae Qnty 
eA ea baz dddetnadbane $1,881 to $2,004 Rees iv 2 “Sto TO 
$2,881 to $3,490__..-.-.-- ae eae $2. N66 to $2,199 ; . 9) te ee 
$3,401 to $4,000_.........--- a al a .| $2,252 to $2,662 Ls : cas 66 to 64 
$4,001 to $4,900 Ke we thas $2,476 to $2,681 ; : : f » 
$4,801 to $5,600 j ; : .-| $2,753 to $2,957 ‘ ied als le 57 to 53 
$5,409 to $6,400_...-.-- Licondwdddatuks ..---| $3,010 to $3,215 i af 56 to BS 
PA. EE . . ss paetindaall EERE TE a cna ee 51 to 48 
ok 8) 7 as =ieS .---..--| $3,528 to $3,731 < . 19 te 4 

Ee 00 Gi ncantecctwaneedinissccmantaenten $3,838 to $4,349 a ak a a 48 to 43 











142 RETURN OF CONFISCATED PROPERTY 


Exursir A 
Part I 


Compensation payable to individuals under legislation enacted July 1955 under 


German equalization of burdens law for damage to property resulting from 
acts of war 


Compensation 


Amount of damage in dol- 
in dollars 


lars (converted at official Compen- 







2 ae , : ; a ; ; (converted at 
sii cient Amount of damage in rate of exchange of 2.50 | sation in Se 
Damage group reichsmarks reichsmarks to dollar at | deutsche- offic ‘ ul rate of 
commencement of World marks Cxcnange of 4 20 
War ID | deutschemarks 
to the dollar 

l YO) to 1,000 200 to 400 : roe . ROO 1190 
2 1,001 to 1,400 ek 4) to 560 a 1,000 1 259 
wa aes } 1,401 to 1,800 i . 560 to 720 1, 20 286 
4 . } 1,801 to 2,200 . 720 to SSO = 1, 350 321 
5 2.201 to 2,600 3 ....} 880 to 1,040___- a 1, OO 357 
6 ‘ _ 2,601 to 3,000 3 ss 1,040 to 1,200_- 1, 650 393 
corte len ...} 3,001 to 3,600 : ...----| 1,200 to 1,440 1,850 440 
ae -} 3,601 to 4,200 a 1,440 to 1,680 - 2,050 458 
ae .-| 4,201 to 5,000 a ‘ _..| 1,680 to 2,000 J 2, 300 548 
10__- 5,001 to 6,000 : oenencet meaue tO 2.400... 2, 600 619 
Beane 6,001 to 7,200 ces a OO Ds: dein . 2, 950 702 
12 | 7,201 to 8,500 | 2,880 to 3,400 ___- 3, 300 | 786 
is axes cay SON OO COD, aicoccicensines PE ERE 3, 600 | 857 
14_.. eed 10,001 to 12,000. __. anita 4,000 to 4,800 ee et 4,000 952 
Mc soee | 12,001 to 14,000 Sees 4,800 to 5,600. ___- eg 4,400 | 1,048 
esa } 14,001 to 16,000 aindapkie 5,600 to 6,400_ - | 4, 700 1,119 
702 ‘ } 16,001 to 18,000. -...--.----.. 6,400 00 7,90B. . ccnecnccnncc . 5, 000 1, 190 
es 18,001 to 20,000 a _...| 7,200 to 8,000 ees ere 5, 200 1, 262 
19_. } 20,001 to 25,000 aceaactasl Glee U0 meee. «.ceccsan — 5, 900 1, 405 

Mee i: __.| 25,001 to 30,000. ______- Be Sr el a aah 3 oo al 

6 Kickininteeaidinis mal SOO GO Dee. w dncss~-cns-Jee : ~ 22 ----0------------} TI ae oD cs 
/ Saas 35,091 to 40,000 ae oe ? . od ot a Pe 7, 300 |.. £ . 

Es = 49,001 to 52,000 : Bases Fei Bod | Se ides ee 

5 na 52,001 to 70,000 meee iene ee ee vail 9, 800 bs ee 

25 .--.} 70,001 to 99,000 | 11, 200 |.- 

26 99,001 to 125,960 13, 000 

27 } 125,001 to 175,000 | 15, 000 | 

28 175,001 to 225,000 | 18, 000 | 

29 225,001 to 275,000 | 21, 000 

30_- | 275,001 to 325,000 , | 24, 000 

31 } 325,001 to 375,000 . i 27, 500 

32__ . | 375,001 to 425,000. _ __ ‘ bide 30, 500 

33 | 425,001 to 475,000__ -.-..-----} ——e eas ; 33, 000 

34 | 475,001 to 559,000 } 36, 000 

35 | 550,001 to 659,000 : } 7 ae 39, 500 |. 

36 | 659,001 to 759,000 _ _ _- i : - | 42, 500 

37 | 759,001 to 859,000 | 45, 500 | 

38 _._..| 850,001 to 1,060,000. 50. 000 


' 1 | 

1 Under certain circumstances payments to claimants in these groups are limited to 50 percent of the 
damage. It is believed that where damage exceeds 1,000,000 reichsmarks, the legislation provides for mini- 
mum compensation of 50,000 deutschemarks plus 3 percent of excess damage over 1 million reichsmarks 
and 2 percent of damage in excess of 2 million reichsmarks. 


Part II. ESTIMATE OF AGGREGATE AMOUNT RECOVERABLE BY UNITED STATES 
NATIONALS UNDER GERMAN LAW BECAUSE OF WAR DAMAGE TO PROPERTY 


The war damage claims for property of United States nationals located in 
Germany were estimated by the Foreign Claims Settlement Commission as 
follows: 


Number of Aggregate 

claimants value 
Lanieiileniisingabdianeian . sachsen uaitigaieiataiac ttc ani a ra eee sabes lata 
Claims of $10,000 and less___..--_- isd, «tallies atliala tes siencuccmimage tigi tare sata Ses | 15, 644 | $33, 678, 125 
Claims in excess of $10,000. __.........-.....-...- ; , scetieetea pret &, 428 187, 218, 132 


In our calculation, we made following assumptions: 

(a) All claims of $10,000 and less are held by individuals and all claims of 
more than $10,000 are held by corporations ; 

(b) All individuals filed timely notice of their claim in Germany; 

(c) Instead of attempting to segregate the 15,644 claims into individual 
damage groups, we assumed an average of approximately $2,300, and a recovery 
of approximately 30 percent under the German law. 

(d@) 30 percent X $33,678,127=$10,103.38. 
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Exuispir B 


Excerpts From Hearincs BeErore THE Hovse COMMITTEE ON FOREIGN AFFAIRS ON 
THE DRAFT LEGISLATION To AMEND THE INTERNATIONAL CLAIMS SETTLEMENT 
Act or 1949 


Chairman Richards (of the committee), page 93: 
“In relation to this legislation, how do you folks arrive at an arbitrary figure 
of $1,000? Why didn’t you say $500 or $10,000? I would like to have your reasou 
for that.” 

Mr.Clay (a member of the Foreign Claims Settlement Commission), page 93: 

“Under the Panamanian arrangement, and under the Yugoslav arrangement, 
it has been a pattern that these claimants, where they would participate in a 
fund in which the total amount of the claims might exceed the amount of the 
fund, the total amount that they might receive cannot be indicated until the total 
claims ure adjudicated and the amount prorated. In order to give them some- 
thing against their award, it was felt that the $1,000 figure was a reasona)bie 
amount prorated. In order to give them, as an initial dividend or an initial pay- 
ment against their claim. So that at least they would have something in hand 
as a result of the award of the Commission.” 

Mr. Morano (a member of the committee), page 94: 

“T don’t feel that. It is still not clear in my mind how you arrived at the 
$1,000. Do you use as a basis the extreme high percentage of the number of claims 
that are below $1,000? Do you use that as a basis for doing it? Do you use as a 
basis the fact that you want to reach as many small people as you can? 

Mr. Clay, pages 95 and 96: 

“You have put your finger right on it, Mr. Morano. The great percentage of 
these claims involve people that held small agrarian interests. They were 
small people ; $1,000 would mean a great deal to those people, and the sooner they 
can get the money the better. Without prejudicing the big industrial claims, 
it was apparently a policy decision of the Congress that these people be entitled 
to this initial payment.” 

“It would be my independent opinion, which is based on only a limited knowl 
edge of the type of claims, that the $1,000 is a fair and reasonable figure. As a 
matter of fact, I think if the figure were increased to $2,500, you would probably 
cover an even more substantial number of people.” 

“Mr. Jackson, that, of course, could be accomplished in any one of a number 
of ways. As Mr. Morano suggests, if you are talking about the small claimant, 
you could increase the base. We have found that the large majority of these 
claimants, however, instead of having a stock interest, had a little farmhouse 
with a few jochs or hectares of land around it which he tilled for his livelihood 
and that is what the Government took over.” 

“It apparently was the sense and the intent of the Congress to give this little 
man an opportunity to have some dollars in his hand pending the determination 
of the small percentage of the larger industrial claims which absorbed a sub- 
stantial amount of the fund.” 

Excerpt from the committee report on H. R. 6382: 

“The purpose of this arrangement is to muke possible a payment to everyone 
before all the claims have been determined and a final division of the fund 
ean be made. The small claim holder will be paid off in full at once. If all 
claimants are required to wait for the final disposition of the fund, no one will 
have a very accurate idea of what he will actually collect. This would be par- 
ticularly hard on the holder of a small claim. Under the bill as drafted, both 
the claimant and his lawyer know that if a $1,000 claim is allowed he can collect 
$1,000. If, on the other hand, the man with the claim of $1,000 knows that 
he must wait several years and get perhaps a small fraction of his award, it 
would not be worth the cost of pressing the claim.” 





MEMORANDUM 


The Judiciary Subcommittee which is now examining various bills pertaining 
to former enemy properties now vested with the Alien Property Custodian, has a 
very grave responsibility in terms of the national interests and security of the 
United States. 

As a former German businessman who was intimately acquainted with the 
workings of German big business, I can say without equivocation that the return 
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of such properties as the General Aniline & Film Corp., would damage the eco- 
nomic no less than the security position of the United States. The General 
Aniline & Film Corp. was one of the instruments utilized by the I. G. Farben 
ebemical empire to further the aggressive aims of the German general staff. 
The return of these properties would once again increase Germany's war poten- 
tial and stimulate her predatory designs against the rest of the world. 

However, there is also a moral issue involved which transcends economics and 
politics. If these properties were returned, we would be breaking faith with 
the millions of Nozi vietims in all countries of the world and with the hundreds 
of thousands of American GI’s who gave their lives in defense of freedom. In 
short, the return of these properties would, in effect, mean that we were re- 
warding those interests in Germany who committed brutal aggressions and 
violated the universal principles of human rights. 

I therefore urge that the subcommittee reject any and all bills including 8S. 995 
which would return these properties to the Germans. 

There is one more consideration that needs to be spelled out, i. e., that the 
Germans who have invoked the sacred principles of private property rights, 
do not come into “court” with clean hands. On the contrary, history has shown 
that the Germans, including the Farben interests, have been among the worst 
offenders of private property rights. They not only looted German occupied 
Europe but even today, they have used all manner of evasion to deny just and 
equitable compensation and restitution to American citizens who had properties 
in Germany which were confiscated by the former German Government. For 
years, American citizens in this category have endeavored to receive a satis- 
factory settlement from the present German Government. However, in numerous 
cases such efforts have been in vain due to the fact that the German Government 
has resorted to spurious methods of delay. Needless to say, these tactics, in 
effect, amount to a denial of these claims. 

Because of the fact that the disposition of former enemy properties in the 
United States is above all a moral question, it must not become the subject of 
political bargaining and expediency. The return of these properties would not, 
as has been alleged, increase the effectiveness of our foreign policy. On the con- 
trary, it would damage our relations not only with our Western Allies but would 
convince the Germans that crime does pay and encourage them to try again. 
Therefore, the suggestion that the functions of the APC be transferred to the 
State Department (S. 3114, 8S. 3115) should, in my opinion, be rejected. 

In conclusion, I strongly urge that these former German properties be sold to 
bona fide private American business interests and that the proceeds from such 
sales should be applied in the following way: 

(a) To provide additional compensation to American POW’s and to the families 
whose sons or relatives died in World War II. 

(b) To compensate American citizens who have failed to receive adequate 
restitution or indemnification from the present German Government. 


J. F. Hart. 





WasuHInetToON, D. C., April 16, 1956. 
Senator Outrn D. JOHNSTON, 


Chairman, Judiciary Subcommittee on Trading With the Enemy Act, 
Washington, D. C. 


DEAR Srr: I shall greatly appreciate it if you will allow to be inserted in the 
record of the April 20, 1956, hearing on S. 2227, the following: 

Iam an attorney with offices at 1341 G Street NW., Washington, D. C., and 
represent a citizen of the United States with property interests in Austria 
located in the former Russian zone of occupation. The property was confis- 
cated without compensation, in 1938, by the Germans, after the annexation of 
Austria, and title was transferred to the German Reich in 1944. War damage 
and other loss were suffered prior to May 8, 1945. However, after May 8, 1945, 
further loss was suffered, when, prior to departing in 1955, the Russians removed 
equipment, and other forms of property, presumably for the purpose of repara- 
tions as German owned when, in fact, it had been at all relevant times American 
property. 

Neither the Austrian nor the German Government has provided for comnen- 
sation to American citizens for such Russian removals. The Austrian State 
Treaty does not provide therefor. 

Unless section 203 (e) of S. 2227 is appropriately amended, American citizens 
will not be redressed for such removals and loss suffered in Austria, althoug 
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the section clearly provides for redress if the removal was from Germany 
proper. Since Austria was annexed to Germany in 1938 and the property involved 
was confiscated by the Germans, Austria and Germany should be considered 
as one for the purposes of the relief provided Section 208 (e) should be 
amended by adding “Austria” whenever “Germany” appears 

Substantial removals for the purpose of reparations occurred after May 8, 1945, 
but the language of section 203 (e) appears unclear as to whether removals 
after May 8&8, 1945, are included. Section 208 (e) should be amended so that 
it is clear that Congress intends that any removals up to the effective date of 
the title are included. 

Respectfully submitted 

SAMUEL HERMAN. 


Bekuin, February 7, 1956. 
Hon. THOMAS C. HENNINGS, Jr., 
United States Senate, Washington, D.C. 

Dean Mr. HENNING:: From newspaper reports I understand that Congress 
is at present considering the return of enemy property. I also note that there 
are bills pending, providing for payment of civilian war damage claims of Ameri- 
ean nationals, 

Before any decision is taken I would suggest that you take into consideration 
the position of American nationals who, in good faith, have invested money 
in Germany after the first war. A great deal of this money was invested in 
real estate and much of this real estate has been destroyed. Moreover, there 
has been the devaluation of money, which has decimated bank accounts, mort- 
gages, etc. Most of the people concerned are by now old and unable to recoup 
the losses: many are in straitened circumstances, like myself. I am at present 
72 years old; the money I sent to my family to help them out after the first war, 
was earned in years of hard work. Would you consider it fair to reimburse 
German investors who, after all, were the cause of the destruction, while leaving 
American citizens to their fate? 

The mass of opinion in the USA is certainly against any settlement which 
would benefit German investors while leaving American citizens out in the 
cold. I do hope Congress will never sanction such an injustice. 

lt earnestly beg of you not to permit the repayment of any German monevs 
without stipulating that first of all, all American civilian war claims are made 
good—anyway up te the amount of say $10,000—and furthermore, that these 
reimbursements to Americans are deducted from German funds in the U. 8. A. and 
paid into American banks. On no account should the settlement of American 
civilian claims be left to the German Government. The result would be that 
we never see a penny; they know the art of dragging out these things until 
the unfortunate victim is dead and buried. Considering the age and the circum- 
stances of the claimants, no time should be lost in passing the proper legislation 
and in paying American civilian war claims. 

I do hope you will give this appeal due consideration. 

Respectfully yours, 
Mrs. ADELE KRrIecer. 





THE FEDERATION OF AMERICAN CITIZENS OF GERMAN DESCENT 
IN THE UNITED STATES OF AMERICA, INC., 
Phitadelphia, Pa., April 16, 1956. 
Senator OLIn D. JoHNSTON, 
Chairman, Senate Subcommittee on Trading With the Enemy Act, 
Washington, D. C. 

GENTLEMEN : The EsSex-Union Branch of the Federation of American Citizens 
of German Descent has as its members a great many fine American citizens of 
German ancestry who are residents of the populous Essex and Union Counties in 
northern New Jersey. 

We proudly count among our members many men prominent in public life, in 
industry, in the professions and trades, and other fields. We are closely associ- 
ated with many cultural and civic societies hereabouts with total membership 
in excess of 10,000. 

On behalf of our membership and Americans of German ancestry we wish to 
express our regret that our Government has retained the private German prop- 
erty vested during the last war for such a long period. This is against all prin- 
ciples of justice and fairness. 
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The Federal Republic of Germany is now one of our stanchest allies in Europe. 
We are asking its citizens to shed their blood, if necessary, alongside of us. 
Should we hold on to property of its citizens even 1 day longer? 

Sincerely yours, 


THEODORE C. LEUTHAUSER, President. 





RESOLUTION OF THE PastorrUs Unit No. 38, PHILADELPHIA, PA., OF THE STEUBEN 
SocreTy oF AMERICA, REQUESTING THE CONGRESS OF THE UNITED States To MAKE 
CoMPLETE RETURN OF PRIVATELY OWNED GERMAN AND JAPANESE PROPERTY, 
ApoptEep Marcu 21, 1956 


Whereas it has been the traditional policy of the United States to respect pri- 
vate property even in time of war; and 
Whereas vested property has been returned to its owners after all previous 
wars in which the United States was engaged ; and 
Whereas the right to own property, and to be protected in that ownership, is 
basic to our concept of civilization ; and 
Whereas our present foreign policy is one of friendship toward Germany and 
Japan and return would be consistent with that policy: Now, therefore, be it 
Resolved by the Pastorius Unit No. 38 of the Steuben Society of America, That 
the Congress of the United States take up, consider, and pass, with the utmost 
dispatch, appropriate legislation to this end: be it further 
Resolved, That the secretary of the Pastorius Unit No. 38 of the Steuben So- 
ciety of America forward copies of this resolution to the President of the Senate, 
to the Speaker of the House, to the chairman and members of the Senate Judici- 
ary Committee, to the chairman and members of the House Committee on Inter- 
state and Foreign Commerce, and to the members of the Philadelphia delegation 
in Congress. 
Wma. A. NICOLAT, 
Chairman. 
ELISE CHRISTIANTI, 
Financial Secretary. 





ACKLEY, Iowa, April 14, 1956. 
In re hearing April 20, 1956, on Trading With the Enemy Act 
Hon. OLIN D. JOHNSTON, 
Chairman, Committtee on the Judiciary, 
United States Senate, Washington, D. C. 


DeaR Mr. CHAIRMAN: Your notice of hearing on Trading With the Enemy 
Act has been received by me. I would like to say that about all I know is 
told in my letters shown at pages 236 and 237 of the pamphlet entitled “Return 


of Confiscated Property” and further entitled “Hearing Before a Subcommittee, 
etc.,” on S. 3423. 


ta 

I would like to supplement this so as not to be misunderstood as to who I 
am, because I know that in the mixed conditions in the world today what some 
people say is discounted or added to by who they are. I am native-born here 
practicing law for half a century near where I was born, having an L. L. B. from 
the University of Michigan. I had 4 sons and 2 sons-in-law in the active 
service in the Second World War. One of the sons was in Africa and Europe, 
another flying over Germany and was made a prisoner the last 3 months of the 
war in Germany, and the rest were in the Asiatic area. So J am naturally not 
a foreigner. 

I make these explanations of who I am because the language of my two 
letters is pretty plain. But I don’t know how I can improve it. Just add this: 
This poor old woman’s money, which was in all considerably less than $2,000, 
was seized by the Alien Property Custodian’s office after the war had ended. 
Therefore a lot of arguments put up for keeping property seized, would hardly 
apply. The way in which it happened not to be seized before is, that it had been 
deposited with the clerks of court of Franklin County at Hampton and Hardin 
County at Eldora. The larger of the two sums would have gone to Germany if it 
hadn’t been for me and her two sons to whom Mrs. Hinders assigned this, and 
some of the other patriotic Americans around here. Her money was ready for 
distribution to her and we sent receipts over to Fannie Hinders with request 
to sign them and return them to the bank here and we would see that she got 
the money. After some time a bank over there in West Germany, where she 
was, wrote us here that she couldn’t agree for the money to be left here on 
account of the “lohn.”’ The world “lohn” in German means “tax” in English. 

art of the money was coming to her in Franklin County in a partition action. 
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{nother small part if it was coming in Hardin County, because of the admin 
stration of the estate of a relative of whom she was an heir He had died 
resident of Ackley, Hardin County, Iowa, and I am sure was an American 
11zen 

The two sons who ask this money are American citizens. So you will see 


that whether or not Mrs. Hinders was oppressed because of religion or politics is 


itterly immaterial in this case. 

About the time the banker wrote from Germany that they couldn't leave the 
noney here with the sons, but that it would have to be sent over there, because 
f the “lohn,” we got an order for notice by mail and sent it and deposited the 
oney with the clerks of court of the two counties. We even went further 
than that in Hardin County. We actually filed a petition for guardian of 
Fannie Hinders alleging that Mrs. Hinders was over there and not in a position 
vhere she could receive and control her own money. We had this petition for 
vuardian filed, but the boys suddenly insisted on dropping it because they got 

terribly afraid that something would be done to the mother over there in 
Hitler’s land. 

In these circumstances, if we apply the universal law of the Ten Command 
nents, that “thou shalt not steal,” it seems quite clear that in the facts of this 
case it would be stealing to keep her money. Notwithstanding all this, some 
left-wing columnists have kept on attacking the provisions of S. 3423 on the 
ground that they favored the rich. That argument is a centuries-old argument 
against the rich and for the poor, which has no application whatever 

Yours sincerely, 
F. J. McCrerevy 


APRIL 18, 1956 
Hon. Senator OLIN TD). JOHNSTON, 
Chairman, Senate Judiciary Subcommittee on Trading With the Enemy Act, 
Washington, D.C. 

Dear SENATOR: I greatly appreciate your extension of an opportunity to ex- 
press myself in connection with revisions of the Trading With the Enemy Act 

Under wills and intestate distribution of the property of enemy nationals 
property which would vest in enemy nationals vests in the Government despite 
the fact that residuary legatees and distributees are citizens of the United States. 
Under ordinary circumstances—peacetime—if the (enemy nationals) and their 
representatives died, the residuary legatee would take their shares, as would 
the surviving kin in intestacy. Certainly the purpose of the provisions of the act 
namely, to prevent aid to the enemy—-would be as effectively accomplished by 
vesting the property in residuary legatees and survivors of the testator who are 
citizens of the United States; as by confiscation by the Government and more 
justifiable under our Constitution. 

Under the status of forces agreement we abandon our citizens abroad—is it the 
intention of Congress to abandom them here? 

Respectfully yours, 
Epwarp H. Powsact, Jr. 


P. S.—Revision should be retroactive to restore funds unjustly confiscated 


WILMETTE, ILL., April 16, 1956 
Hon. OLIN D. JOHNSTON, 
Chairman, Judiciary Subcommittee on Trading With the Enemy Act, 
HOLC Building, Washington, D. C. 


Dear Mr. JoHNSTON: I understand, from the Honorable Marguerite Stitt 
Church, House of Representatives, that your committee is resuming public hear- 
ings on April 20, 1956, for the purpose of hearing testilmony on the various bills 
pertaining to confiscated German and Japanese property. 

In view of this, I respectfully submit the following written statement of my 
own and my sister’s case for possible inclusion in the record of such hearings 
and for consideration by the members of the committee : 

“My sister and I are American citizens. Our brother, John Schraufstetter, 
was an American citizen and died in Illinois in 1946. We have four brothers 
and sisters in Germany who assigned their shares over to my sister and myself. 
The amount of money involved is $6964.07 which was turned over to the Office 
of Alien Property in 1949 despite the fact that these assignments were in exist- 
ence in 1947. Claims No. 62875 and No. 62876 were entered with the Alien Prop- 
erty Custodian’s Office in 1954 and it is now 10 years since my brother’s death. 
We still haven’t been able to collect. There are many more details to the case. 
To spare the committee’s time, and in the end result, when you cut through all 
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the legal mumbo-jumbo, the fact remains that my sister and I, as American 
citizens, can’t collect that which is rightfully and legally ours from the estate of 
our brother, another American citizen. 

“IT am 68 years old. In the past 10 years I have had three serious operations 
and my health is not good. At a time in my life when I should have been in 
semiretirement, I find it necessary to continue working. 1 would have been 
pretty much alone in my effort to collect this money, during a period when I 
least could afford it, if it had not been for the advice and encouragement I have 
received from Marguerite Stitt Church. 

“Though I cannot afford to personally come to Washington to tell you my 
story, it is my hope that this letter will serve in lieu of it.” 

I want to express my sincere appreciation to you and the other members of 
the committee for the great amount of time and effort you have, and are putting 
forth at the present hearing, in an attempt to bring this whole problem to a 
quick and just conclusion, 

Respectfully yours, 
Mrs. WALLY PorRTENHAUSER. 


Brooxiyn, N. Y., April 14, 1956. 
Mr. HARLAN Woop, 
General Counsel, Committee on the Judiciary, 
United States Senate. 

Drar Mr. Woop: Thanks for your prompt reply of April 12. I will try to 
briefly state my answer. 

The reason Congress needs to pass additional law for the release of Alien 
Custodian funds to individual citizens of Germany, not in excess of $10,000 
is that the former law had a time limit. The Custodian wrote me that I had 
applied too late for return of the Bayer legacies. 

The new law should have no time limit, or we should be notified of its pas- 
sage, so we can apply for the return of the moneys, within the time allowed 
by the law. 

Thanking you in advance for any arrangement to have me notified, I am, 

Very truly yours, 
MAXIMILIAN SCHIMPF, 
Executor Under Will of Gustave Bayer, 
an American Citizen. 
MEMORANDUM 


For Mr. Harlan Wood, General Counsel, Committee on the Judiciary, United 

States Senate, Washington, D. C. 

Re property in hands of Alien Property Custodian. 

Gustave Bayer, United States citizen, died May 17, 1943. Last residence 
280 Bronxville Road, Bronxville, N. Y. Will was probated in Westchester 
County, N. Y. 

Executor Maximilian Schimpf, formerly 80 John Street, New York City, now 
135 Prospect Park, Southwest, Brooklyn, N. Y. 

The Bayer will left following legacies to residents of Germany (blood rela- 
tives). They had to be turned over to the Alien Property Custodian. 

He left to— 


Maud Munding Koenig. sister's Gaugiter... 2550502057 $1, 000 
Sent to Alien Custodian, check No. 67, Dec. 19, 1944, through at- 

torney for the estate of Edwin L. Smart, 16 Court St., Brooklyn, 

Account No. 28—-15082. 

Helmuth Koenig: sistels srancdeon. 2... .26 2 eee ec 1, 000 
Sent to Alien Custodian, check No. 68, Dec. 19, 1944, through at- 

torney as above. Account No. 28—15083. 





Walter Koenig, sister’s grandson (born about Oct. 10, 1929, a minor__ 500 
Had to appoint a guardian, less his fee 25 
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Sent to Alien Custodian, check No. 69, Dec. 19, 1944, through at- 
torney for estate, as above. Account No. 28—-15084. 


Present address of all three of above is: Shottenstrasse 65 Konstanz, Baden, 
Germany. 

Contact can be made through Maximilian Schimpf, 135 Prospect Park, South- 
west, Brooklyn, New York City, former executor; he corresponds with Mrs. 
Maud Koenig. 


RPE 
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STATEMENT OF Retita R. ScHWarrz 


My name is Rella R. Schwartz. I am a member of the District Bar wit 
offices at 1001 Connecticut Avenue. I thank you for the privilege of being 
permitted to appear before your committee. 

My testimony deals with the need to amend section 32 of the Trading With 
the Enemy Act so that the assets of Bulgarian, Hungarian, and Rumanian cor 
porations, vested under the Trading With the Enemy Act, shall be disposed 
of in the same manner as the assets of the Bulgarian, Hungarian, and Ruma 
nian corporations vested under the International Claims Act of 149, as 
amended in August of this year. 

Briefly, title If of the International Claims Act of 1949, as amended, sets 
up the overall program for the vesting and disposition of Bulgarian, Hungar 
ian, and Rumanian assets, which I shall call satellite assets. It deals with 
the $32 million of these assets in the United States which are blocked unde: 
Executive Order S389, as amended. Provision is made for retaining as blocked 
the assets which are owned directly by natural persons. The balance of the 
ussets are to be vested. The vested corporate assets may be returned to persons 
who may own 25 percent or more of the outstanding stock, and who are not 
nationals of Bulgaria, Hungary, Rumania, Germany, or Japan 

Some $2 million of satellite assets, or approximately one-sixteenth of the total 
satellite assets in the United States, were previously vested under the Trading 
With the Enemy Act. It was not the policy of the Office of Alien Property to 
vest the assets of satellite corporations under the Trading With the Enemy Act, 
as amended. However, the assets of a few corporations were vested. These 
eases are atypical and accidental. They do not represent any genera! policy 
relative to security or punitive measures. The assets and stockholders of these 
corporations are in no respect different from the assets and owners of the bulk 
of the corporations whose assets are only now subject to vesting and return 
under the International Claims Act of 1949, as amended. Nevertheless, the 25 
percent stockholder of the satellite corporation to be vested under this latter act 
is given the right to claim a return of his share in the corporation's assets. In 
contrast, the 25 percent stockholder of the satellite corporation whose assets were 
vested under the Trading With the Enemy Act may not secure a return of his 
share of the corporation’s assets. Section 32 (a) (2) (B) of the Trading With 
the Enemy Act prohibits the return of satellite corporate assets vested under 
the Trading With the Enemy Act unless they are 100 percent owned by American 
citizens. The International Claims Act of 1949, as amended, authorizes only 
natural persons to secure a return of the assets vested under the Trading With 
the Enemy Act. 

I respectfully submit that there is no justification for treating the few satellite 
corporate cases, which happened to be caught under the Trading With the Enemy 
Act, differently from the bulk of the same category of assets which are only 
now subject to vesting and disposition. The only conceivable explanation for 
the different treatment is that the Congress did not know that a few corporate 
satellite properties had been vested under the Trading With the Enemy Act. 
When the Congress was considering the overall legislation respecting satellite 
assets in the United States and included the provision respecting the return of 
corporate Satellite assets, its attention was not called to the few corporate cases 
which were haphazardly and accidentally vested during the war. Consequently, 
this property can now only be returned if the corporation or its stockholders 
meet the requirements of section 32 (a) (2) (B) of the Trading With the Enemy 
Act, as amended, i. e., if they are 100 percent owned by American citizens. As 
long as this provision remains in its present form, it is patently discriminatory 
since, to repeat, the corporate property vested under the International Claims 
Act of 1949, as amended, can be returned to the 25 percent stockholder. 

I believe that the interest of justice can be served by amendatory legislation. 
I therefore respectfully submit for the consideration of the committee an amend- 
ment to section 32 of the Trading With the Enemy Act, as amended, the text of 
which is attached hereto. 

I appreciate the difficulties confronting the Congress in attempting to correct 
inequities in individual cases which each may have appealing considerations. 
However, the proposed amendment, which, it is acknowledged, relates to only 
a few cases, recommends itself to the committee because it reflects the basic 
philosophy of the Congress which was enacted into law on August 9, 1955. The 
legislation I suggest is corrective legislation only. 

Thank you. 
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A BILL 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 32 of the Trading With the 
Enemy Act of 1917, as amended, is amended by deleting the words “Bulgaria, 
Hungary, or Rumania” in subdivision (A) thereof, by deleting the word “and” 
after the semicolon in subdivision (FE) thereof, and by inserting after the semi- 
eclon in said subdivision the word “or”, and by adding the following new sub- 
division: (F) the Government of Bulgaria, Hungary, or Rumania; or (G) a 
corporation or association organized under the laws of such nation: Provided, 
That any property or interest or proceeds which, but for the provisions of this 
subdivision (G), might be returned under this section to any person or persons 
who at the time of vesting owned 25 percent or more of the shares of stock or 
other proprietary and beneficial interest in such corporation or association, and 
who, on the date of the enactment of this amendment, are nationals of countries 
other than Bulgaria, Hungary, Rumania, Germany, or Japan: Provided further, 
That no such claim of a national of a foreign country shall be satisfied except 
after certification by the Department of State that the country of the national 
accords protection to nationals of the United States in similar types of cases. 


New York, N. Y., April 12, 1956. 
(HAIRMAN, 
The Judiciary Subcommittee on 
Trading With the Enemy Act, Washington, D. C. 


Drar Str: In accordance with your notice of April 11, 1956, I respectfully sub- 
mit the following statement in lieu of oral testimony on 8S. 2227 and request that 
it may be made part of the record of the hearings : 

1. Section 201 (a) in defining “Yugoslavia” and section 203 (a) in referring 
to “Yugoslavia,” are ambiguous in that it does not clearly appear whether the 
term includes the so-called Independent State of Croatia which existed, on 
Yugoslav territory, from May 14, 1941, to May 7, 1945. This was a puppet state 
created by German and Italian forces and threat of force and during its life 
was preponderantly subject to the will of Germany. It was recognized by the 
Axis and its European satellites, Japan and Spain, but never by the United 
States or the Allied Powers. During its existence property loss, of the sort 
specified in section 203 (a), was suffered in the territory under its control. In 
Decision No. 993 of the Foreign Claims Settlement Commission, it was held that 
the term “Yugoslavia” in the Yugoslav Claims Agreement of 1948 did not include 
“Croatia.” I urge that S. 2227 be apropriately amended to make it clear that 
“Yugoslavia” includes the Independent State of Croatia so that a merely tech- 
nical interpretation will not operate to exclude a set of claims for which Ger- 
many, in equity and justice, has responsibility. 

2. I firmly protest the provisions of S. 2227 which would limit the eligibility 
of claimants to those persons who were citizens of the United States at the 
time the loss occurred. A more liberal policy is demanded. Theoretically, per- 
sons who became citizens of the United States as early as September 1, 1939, 
could be excluded. These citizens of the United States have no recourse other 
than against Germany for unparalleled brutality and loss at the hands of the 
Nazis, their agents, allies and puppets. International morality also requires that 
these wrongs be redressed if return of vested German assets be contemplated. 

Sincerely yours, 
MANFRED STERNBERG. 


SEATTLE, WASH., April 17, 1956. 

Re Senate Judiciary Subcommittee on Trading With the Enemy Act, hearings 

on bills as follows: S. 854, S. 995, S. 1405, S. 2227, S. 3114, S. 3115, S. 3507 

(our file 9317). 
Hon. OLIn D. JOHNSTON, 

Senate Office Building, 
Washington, D. C. 
My Dear SENATOR: We appreciate your courtesy in sending us notice of 


public hearing dated April 11, 1956, advising of hearings later this month by 
your subcommittee. 
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Circumstances of time and distance making our personal appearance for oral 
testimony impracticable, we accept your invitation to submit a very brief state- 
ment of our particular interest and our considered conclusion. 

For many years both before and after World War II, as attorneys specializing 
in maritime law we have represented several Japanese steamship companies. Us- 
ing the experience of one of these companies as a single illustration, it lost over 
$750,000 of liquid assets which were vested in the United States by the Alien 
Property Custodian. In addition, it lost most of its cargo vessels during the 
hostilities, for which it received no indemnity since all insurance funds were 
requisitioned by the Japanese Government as a war necessity. In consequence, 
like numerous similar companies overburdened with indebtedness, it is strug- 
gling for survival——possible only through governmental concession and under 
governmental control. 

It is obvious to all 

That Japanese shipping is essential to the Japanese people. 

That Japanese trade is important to the United States. 

That the attitude of Japan is vital to the Free World. 

That the friendship of Japan is valuable to the United States. 

From our view it should be equally obvious to all that if the United States in 
the cold war is to continue leniency to conquered nations and liberality to weak 
nations, then in mere justice and in selfish interest our Government should: 

(a) Make reimbursement generously and directly to former enemy na- 
tionals for their confiscated assets. 

(b) Make reimbursement ratably and equally on the same basis to all 
such nationals without preferring those of any one country over those of 
any other—in short, favors to German interests should not be greater than 
favors to Japanese interests. 

Yours respectfully, 

SUMMERS, Bucey & Howarp, 
Ry LANE SUMMERS 


Post War WoriLp CoUNCIL, 
New York, N. Y., April 17, 1956. 
Hon. OLIN D. JOHNSTON, 
Senate Office Building, 
Washington, D. C. 

DeaR SENATOR JOHNSTON: While I haven’t had time to follow very closely 
the hearings on the subject of return of confiscated German and Japanese prop- 
erty, I personally, and this organization, of which I am chairman, would argue 
that in a country so devoted to rights of private property, there can be no moral 
justification any longer for opposing return of confiscated German and Japa- 
nese property to their private owners. Any other position is contrary to our 
own professions. Of course, the return of property might take account of 
particular claims against particular individuals. There should be no general 
act of confiscation. 

Sincerely yours, 
NoRMAN THOMAS 


STATEMENT OF CHARLES TROWBRIDGE TITTMANN 


Statement on behalf of the National Savings & Trust Co. and Charles Trow 
bridge Tittmann, both of Washington, D. C. (cotrustees under trusts for the 
benefit of Baroness Blanca von Cotta, Baroness Irene von St. Andre and Baron 
Alfred von Palm, Germans residing in the State of Wurttemberg, West Ger 
many). Submitted by Charles Trowbridge Tittmann, 1718 Connecticut Avenue 
NW., Washington, D. C., on behalf of himself and the National Savings & Trust 
Co. 

Pursuant to Senator Johnston’s note of October 29, 1955, advising that those 
who have testified previously, may incorporate their testimony by reference to 
dates and previous hearings, attention is invited to the following official reports 
relating testimony and statements submitted by Mr. Tittmann. 
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I 


Pages 303-311, inclusive, of hearings held on July 20, 21, and 22, 1953, before 
the above-mentioned subcommittee, United States Senate, 1st session, 83d Con- 
gress, Senator Dirksen, subcommittee chairman, presiding. 

On the aforesaid pages there are set forth testimony given by Charles Trow- 
bridge Tittmann on Wednesday, July 22, 1953, and also a prepared statement 
submitted by him on his behalf and on behalf of the National Savings & Trust 
Co. The testimony and statement gave a history of the above-mentioned trusts 
showing that the trust funds were derived from gifts made in 1922 to the three 
beneficiaries by their grandmother, Baroness Josephine von Waechter (she 
subsequently died in 1930) who was a former American, Josephine Lee, born in 
New York City in 1833 but who became a German by marriage in 1856 to the 
Baron Von Waechter. 

The testimony and statement also explained that the three grandchildren in 
April and May of 1924, placed the gifts to them in trust with the National 
Savings & Trust Co., Charles Trowbridge Tittmann and the late Reeves T. 
Strickland. The testimony and statement were folowed by copies of reports of 
the American Bar Association which set forth as numerous precedents, the opin- 
ions of various distinguished Americans from Alexander Hamilton, Chief Justice 
Marshall and others to and including Secretary of State Hughes and Secretary 
of State Cordell Hull, all of whom opposed confiscation of private property of 
enemy aliens. 


II 


Pages 773-781, inclusive, of hearings held on November 16 and 17, 1953, before 
the aforesaid subcommittee of the Committee on the Judiciary, setting forth 
testimony by Mr. Tittmann given on November 17, 1953, relative to the Morgen- 
thau plan and the part said to have been played by the late Harry Dexter White 
in that plan and in the enactment of section 12 of the War Claims Act of 1948, 
which section provides for confiscation of private property of Germans and 
Japanese. 


III 


Pages 128-131, inclusive, of hearing held on July 1 and 11, 1955, before a sub- 
committee of the Committee on Foreign Affairs, House of Representatives, 84th 
Congress, Hon. Brooks Hays presiding. 

There are here set forth testimony by Charles Trowbridge Tittmaun given on 
Monday, July 11, 1955, and a statement then submitted by him on his behalf and 
on behalf of the National Savings & Trust Co. The testimony and statement 
repeated substantially the information previously set forth on pages 303-311 of 
the subcommittee of the Committee on the Judiciary, United States Senate, hear- 
ings held on July 20, 21, and 23, 1953, 1st session, 88d Congress, Senator Dirksen 
presiding. 

The well-established American and international law rule opposing confisea- 
tion of private property of enemy aliens was reviewed and emphasis was placed 
on the previously cited precedents, especially Secretary of State Cordell Hull's 
strongly worded opposition to such confiscation. 

Attention also was called to the fundamental principle of the United States 
announced by John Adams to the effect that property must be respected in order 
to preserve liberty and it was argued that confiscation is the kind of action which 
the Communists pursue. 

It also was pointed out that the three beneficiaries placed their grandmother's 
gifts to them in trust in this country in reliance on the treaty of December 8, 
1923, between the United States and Germany which treaty assured protection 
to private property in the United States belonging to Germans and to private 
property in Germany belonging to Americans. It was argued that confiscation 
of private property in the United States belonging to Germans would constitute 
a breach of the pledge given to the three beneficiaries of these trusts by the 
aforesaid treaty of December 8, 1923, on which treaty the beneficiaries relied 
when they placed their grandmother’s gifts to them in the three trusts herein 
involved. 

(Attention here is invited to the following two typographical errors in the 
printed report of the hearings before the subcommittee of the Committee on 
Foreign Affairs. At p. 128 on the fourth line of Mr. Tittmann’s testimony it 
was erroneously stated that he had been “Solicitor” of the State Department, 
whereas he was an Assistant Solicitor. Again on page 131 it was error to 
state that the agreement approved in the Senate in 1953 did “not” contain cer- 
tain modifications of the treaty of 1923. There was certain modification.) 
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IV 


Comments on the four bills mentioned in Senator Johnston's note of October 
2) 1955. 


S. 954 


This bill, introduced by Senator Langer on February 1, 1955, permits on certain 
conditions, the return to Germans and Austrians of their property or interest 


or proceeds (pp. 1 and 2): 


“(C) if such property or interest or proceeds was acquired by such 
citizen or national of Germany or Austria from an American citizen or 
a mother who at the time of her marriage was an American citizen by gift 
devise, bequest, or inheritance * * *” ete. [Emphasis supplied.] 


As it now reads, S. 854 would not permit restoration of the assets involved in 
the three trusts because the assets were derived from gifts made, not by a 
mother who at the time of her marriage was an American citizen, but from gifts 
made by a grandmother who at the time of her marriage was an American 
citizen. Since it appears to be just that property given by a mother who at the 
time of her marriage was an American citizen should be returned, it is sub- 
mitted that it is equally just and reasonable to permit the return if the property 
was given by a grandmother who at the time of her marriage was an American 
citizen. Therefore, the National Savings & Trust Co. and Mr. Tittmann now 
request that S. 854 be amended so that immediately following the word “mother” 
in line 2 of page 2, a comma be inserted followed by insertion of these words: 
“grandmother or other female relative by consanguinity.” 

If these words are inserted, then beginning in line 9 of page 1 of the bill 
and continuing on page 2, (C) in the bill would read as follows: 


“(C) if such property or interest or proceeds was acquired by such citizen 
or national of Germany or Austria from an American citizen or a mother, 
grandmother or other female relative by consanguinity who at the time 
of her marriage was an American citizen, by xift, devise, bequest, or in 
heritance * * *,” etc. 


The enlargement by the amendment now requested would harmonize with the 
bill S. 2477 introduced by Senator Dirksen on July 24, 153, wherein on page 5, 
provision for return was made in the following words: 

“(C) if such property, interest or proceeds was acquired by such citizen 
or national of Germany or Japan from an American citizen or mother, grand- 
mother or other female relative by consanguinity who at the time of her 
marriage was an American citizen, by gift * * *” etc. [Emphasis supplied.] 


In H. R. 3242, introduced on January 27, 1955, by Representative Albert H. 
sosch of New York, there are similar provisions permitting the return where 
the property was acquired “from an American citizen or a mother, grandmother, 
or other female relative by consanguinity who at the time of her marriage was 
an American citizen * * *.” etc. [Emphasis supplied.] 


S$. 995 ano S. 1405 


S. 995 was introduced on February 8, 1955, by Senators Kilgore and Dirksen 
and 8. 1405 was introduced on March 10, 1955, by Senator Clements. 8. 9095 
provides broadly for a full return to their owners of record of confiscated 
property and S. 1405 provides in substance that in time of war or during any 
national emergency declared by the President, any property or interest claimed 
by a noncitizen of the United States may be sold and the proceeds deposited in a 
special account established in the Treasury. Neither the National Savings 
& Trust Co. nor Charles Trowbridge Tittmann object to the enactment of these 
bills into law. 

S$. 2227 

This bill, introduced on June 14, 1955, by Senator Kilgore, it is understood is 
favored by the Departinent of State. It is 35 pages long and its provisions appear 
to be so complex and confused that they are difficult to understand or harmonize. 
It is submitted.that were S. 2227 to be enacted in its present form it would give 
rise to a veritable ‘“‘mare’s nest” for lawyers both in and out of the Government 
and a perpetual headache to claimants. 
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Apparently 8. 2227 provides for confiscation of about 90 percent of all assets, 
although as an act of grace, to quote the text of the bill, it awards amounts not 
in excess of $10,000 to private German and Japanese “natural” persons, but 
excludes corporations from the benefit of such act of grace. 

In proposing to award amounts not in excess of $10,000 to private “natural” 
persons, the bill to an extremely limited extent, seems to follow the well- 
established United States and international law doctrine and rule that private 
property of enemy aliens should not be confiscated. However, with regard to 
corporations it seems to discard the rule entirely and also without assigning 
any reason for so doing, it rejects application of the rule to amount in excess 
of $10,000. 

A somewhat analogous situation would be presented in a hypothetical case 
of a law providing that there is theft where less than $10,000 is taken from an 
owner, but no theft where the owner is a corporation or where an excess of over 
$10,000 is taken. 

It is recommended that 8S. 2227 be not approved. 





WASHINGTON, D. C. 

Mr. Chairman, I am very thankful to be able to respectfully submit the follow 
ing on 8, 2227. 

The payments or returns of $10,000, German and American, could be made 
optional in individual cases, and thus overcome some of the controversy. 1, for 
one American, being over 70 years, need this now more than my heirs will 
30 years hence. (1 understand this is about the length of time which will be 
required to adjudicate all these claims at the present rate of procedure. ) 

According to the testimony of Mr. Robert Murphy before this honorable com- 
mittee (November 29, 1955), 90 percent of the claims would be taken care of 
in full. Isn't it reasonable to assume that many of these are hardship cases 
which find themselves in indigent circumstances? I know some American claim- 
ants have died. The large American corporations have received relief via 
insurance and tax adjustments, so can afford to wait. If acceptance of $10,000 
in lieu of the entire claim is made optional, the most will be given a chance 
to help themselves. 

(I submit herewith open letter from the Washington Evening Star, March 31, 
1956. ) 

EMMA POMEROY VON LEWINSKL 


P. S.—My claim was subject matter of S. 3963 introduced on July 25, 1950, 
by Hon. Edwin C. Johnson, United States Senator from Colorado. 


ALIEN PROPERTY 


Recently Senator Johnston of South Carolina announced that a Judiciary Sub- 
cominittee he heads will resume hearings on the matter of returning to German 
nationals their property that was seized by the United States during World 
War Il. The Office of Alien Property reports there are more than 30,000 claim- 
ants with assets still “frozen” totaling half a billion dollars. 

Since the war has been over for nearly 11 years it certainly does seem high 
time to settle this problem. How can we expect to make friends and influence 
people in Germany and other countries when a German mother or father whose 
son Was killed fighting for the United States is not even permitted to receive his 
insurance? 

We are asking Germans to be our allies in the struggle against world com- 
munism. Yet on the other hand we still treat Germans who had property in the 
United States as enemies. Such an inconsistency endangers our alliance. We 
must not further delay returning this property to its rightful owners. Not only 
political expediency, but justice itself demands this. 

L. CULLEN, 


NEw York, N. Y., April 18, 1956. 


Hon. OLIN D. JOHNSTON, 
Chairman, Judiciary Subcommitiee on Trading With the Enemy Act, 
HOLC Building, Washington, D. C. 


Dear SENATOR JOHNSTON: In response to your notice, I am writing to express 
the hope that your subcommittee will recommend the return of privately owned 
property to former alien enemies, without limiting the amount to $10,000. It 
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was thought communistic to limit incomes to 325,000 a year, and it seems eve 
more so to limit repayment of capital to $10,000 

The general principle that private property of former enemies should 
returned to them after the conclusion of hostilities has been for at least 


century considered an elementary principle of international law rhe sugges 
tion of permanently stealing this private property is nothing less than a reve 
sion to barbarism, which would be quite in keeping with the methods of Une 
Soviet bandits, but seems completely unworthy of our American ¢ lization 


Very truly yours, 
Watson Wasunt 


BALTIMORE, Mob ] J 
Re Subcommittee on Trading With the Enemy Act 
Hon. OLIN D. JOHUNSTON, 
United States Senate, 
Washington, D. C. 

My Drar SENATOR JOHNSTON: I desire to make the following written statement 
to your committee relating to the bills on which you are to hold hearings be 
ning Friday, April 20, particularly in favor of Senate bill No. Q) and 
of Senate bill No. 854 with amendments as hereinafter mentioned 

I am an attorney at law continuously practicing in Baltimore City for the pas 
10 years, with the exception of 4 years recently which I spent as a member of 
the Federal Maritime Board in Washington. I represent Baron Otto Wucherer 
Huldenfeld, incompetent, and his duly appointed committee appointed by the 
Court of Graz in the United States Zone of Austria 

Baron Otto became entitled to a one-eighth interest in a trust estate created 
by the will of his grandmother, Sarah Maria Price, administered by the Phi 
adelphia Fidelity Trust Co. His interest in the principal of the trust estate 
represents approximately $30,000, which was vested and confiscated by the Alic 
Property Custodian under Vesting Order No. 1568, dated May 28 1945. An 
identical one-eighth interest in the same trust owned by Baron (tto's sister 
Maria Wucherer-Huldenfeld of Graz, Austria, also vested under the same orde 
was returned to her by the Alien Property Custodian pursuant to section 32 0 
the Trading With the Enemy Act. The application of Baron Otto for return of 
his share of‘the trust was denied on the ground that a return would be contrary 
to the interests of the United States, and the reason given by the Alien Property 
Custodian was that their investigation showed that Baron Otto had at one time 
heen a member of the Nazi Party. The records sent me from Austria indicate 
that Baron Otto as far back as 1909 was suffering from a mental disorder, that 
he was a person very easily influenced, and is at the present time in custody, 
on account of incompetence. It has always been urged that his poining the Nazi 
Party was not his voluntary act for which he could be held responsible. Other 
members of his family did not join the Nazi Party. 

Baron Otto has three children who also live in Austria. Baron Otto and his 
family all suffered great hardships and were subject to persecutions during and 
at the hands of the Hitler Nazi regime. The members of the family are now 
living in bitter need and misery on account of the absence of any income by 

Saron Otto, the head of the family, and minor resources that they have are 
charged for his upkeep as a mental incompetent under the law of Austria. 

It seems clear and I urge that the general policy of the Austrian Peace Treaty, 
particularly article 27 wherein the Allied Powers declared their intention t 
return Austrian property to Austrian nationals, would be furthered by an 
amendment to the law making possible a return of the American-originated 
trust estate to this individual beneficiary and his family. 

I therefore urge that your committee recommend the passage of Senate bil! 
No. 995 which would authorize the return of seized property of Austrian n: 
tionals, provided they have not been convicted of war crimes and provided they 
fall within the other requirements of Senate bill No. 995 as drafted 

The same purpose could be accomplished by the enactment of Senate bill Nv 
854 with amendments changing the languaze beginning on page 2, line 4, of the 
bill to read after the word “inheritance”: “and such citizen or national of Ger 
many or Austria who is not convicted of any war crime’ (to be defined 
section 40 (zg) (3) of Senate bill No. 995). 

It appears that the draftsman of Senate bill No. 995 did not make membership 
in the Nazi Party a bar to return of vested property, and the restriction to that 
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effect now contained in Senate bill No. 854 would seem now unnecessarily harsh 
and restrictive. It is urged that the present stringent interpretation of section 
32 of the Trading With the Enemy Act, which denies return of any property 


On 


where in the judgment of the Alien Property Custodian that return is not in the 
interests of the United States, be modified in the manner indicated so as to per- 
mit the return to Baron Otto Wucherer-Huldenfeld of the above-mentioned 
property which has been vested, particularly as Baron Otto, according to the 
present Austrian laws regarding former Nazis, is not now liable registration as 
a former Nazi and his name has been deleted from the official Austrian list of 
so-called registered Nazis. 

Respectfully submitted. 

Rosert W. WILLIAMS, 
Attorney at law. 


Senator Jounston. You may proceed. 
STATEMENT OF BRANKO M. PESELJ, WASHINGTON, D. C. 


Mr. Presevs. Mr. Chairman and members of the committee, thank 
you for the opportunity of saying a few words. I have submitted 
my statement and I would like to say a few words orally to support it. 

I just want to discuss one point in the bill S. 2227 which appertains 
to section 201 and section 205 which define the term “national of the 
United States” and then declares that no claim will be allowed unless 
the individual claimant and all the individual predecessors were na- 
tionals of the United States on the date of the loss. 

In this provision there is included the established principle of inter- 
national law which is called the continuity of nationality of claimant. 

I am fully aware that this principle has been discussed here in pre- 
vious legislation and has been applied so far in all the laws that have 
been voted by the Congress. 

I venture to say however in this case you should take _a little bit 
different point of view and if not abolish this principle at least suspend 
it in this particular case. 

I have explained as fully and as briefly and concisely as possible in 
my statement—I just want to repeat it here—the very good example 
which demonstrates how inadequate is the application of this princi- 
ple in the present case. I represent a group of Slovenian peasants 
who are United States citizens today and live in the area of Cleveland, 
Ohio. There are about 67 of them. Very poor people. They are 
mostly workers. Before the war they were small farmers in north- 
western parts of Yugoslavia which after the German invasion was 
incorporated into the ‘German Reich. They were considered of Slavic 
origin and considered enemies of the Nazis and were considered to be 
enemies of the United States because Yugoslavia was an enemy coun- 
try to the United States. 

They were chased from their home and lived first in Europe and then 
moved to United States in 1948 and 1949 and today they are United 
States citizens working in the Cleveland area. In the meantime, how- 
ever, their former country fell under Communist domination. If we 
applied the principle of continuity of nationality of claimant the only 
one from whom they could get protection for their injured rights at 
that time would be Yugoslavia. The same is true also for some ‘people 
from Poland and Czechoslovakia. 

It is possible that they will not get any protection from Communist 
Yugoslavia and if they get some money from their account they will 
never see this money. T his whole thing comes to the point where they 
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have suffered damages during the war as our friends fighting for the 
cause. They have suffered from the enemy, from the common enemy 
who at that time was the occupy ne power, but the end is that they can- 
not get protection from anybody else unless the United States extends 
them protection as a United States citizen of today. 

This principle of international law known as the continuity of 
nationality is an established principle that should not be changed in 
view of the conditions that exist today in the world. It is interna- 
tional conditions which create the international law and not the inter- 
national law which creates the international conditions. 

I believe that at this particular point this principle of continuity of 
nationality of claimant for equity reasons, for reasons of justice should 
be suspended and that these people and all the others who are in the 
same position should be protec aa by the United States laws as United 
States citizens for the injured rights which they have suffered as allies 
of the United States from an occupying power which was at that time 
our enemy just as well as it was their enemy. 

More important as I said is that they cannot get protection today 
from their former sovereign. If tomorrow this former sovereign 
would try to extend them protection, they would expose themselves to 
be dealing with a Communist power and perhaps be involved in cer- 
tain certificate of delegation or perhaps blackmail from the same 
representatives of this power in this country as American citizens. 

For this reason I have submitted a very short and very brief amen: : 
ment to section 201. Where it says S. 2227 says who 1s considered : 
citizen of the United States. I have suggested that a third oie 
should be added which says: 

Persons who are citizens of the United States and who though not American 
nationals at the date of their loss, have suffered such loss as citizens of a former 
allied country if the country is presently under Communist domination 

This would cover all the cases where somebody who is an American 
citizen today has suffered loss as an allied citizen during the war from 
the common enemy and his or her country today is under Communist 
domination. In this respect we would only suspend this principle of 
continuity of claim. We would not abolish it. At the same time we 
would apply the principles of justice, equity, and protection to our 
citizens of today. 

Senator Jounstron. We will certamly look into this amendment. 
It certainly strikes me at first to have a lot of merit to it. 

Thank you very much. 

I noticed you talked about the law of the old country. You seemed 
to be familiar with it. Were you a lawyer over there? 

Mr. Presets. Yes, I was 14 years a lawyer in Yugoslavia. I came in 
1947 to this country. I have a degree in politic: al science and a degree 
in law from George Washington ‘Unive rsity. I have been practicing 
law since last year. 

Senator Jounston. We greet you here and as a new lawyer, too. 

Mr. Presets. Thank you. If I can help you in any way to elaborate 
further - this point, I would be glad if the committee wants me to 
do so. I will be glad to help them in any way they may deem it 
necessary. 

Senator Jounston. Thank you very much. 

(The document referred to is as follows :) 
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STATEMENT OF Dr. BRANKO M. PeseLJ, ATTORNEY aT LAW, WASHINGTON, D. C. 


Mr. Chairman and members of the committee, my name is Branko M. Preselj 
I am an attorney at law in Washington, D. C., with offices at 912 Dupont Circle 
Building, specializing in international and foreign legal matters. I wish to ex- 
press my gratitude for having the opportunity to testify before this committee. 

I was, for 14 years, from 1932 until 1945, an attorney at law in Zagreb, Yugo- 
slavia, where I practiced international corporation and administrative law for 
the most part. I came to the United States in 1947 and I was graduated in 1950 
as a doctor of philosophy in political science and economics at Georgetown Uni- 
versity. In June 1954, I reecived the degree of master of comparative law, 
American practice, from the Law School of George Washington University, and 
passed the District of Columbia Bar examination in December of the same year. 
From May 1950 to July 1955, I was employed as an associate of the mid-European 
Studies Center, working in research on the political, legal, and socioeconomic 
problems of Central and Eastern Europe. I have had published several studies 
in the legal, political, and socioeconomic field and have lectured and actively 
participated at various American universities in programs reviewing the modes 
and possibilities of postwar political, legal, and socioeconomic settlements. 

Iam particularly interested in title II of bill S. 2227, i. e., to amend the Trading 
With the Enemy Act, as amended, and the War Claims Act of 1948 as amended. 
My remarks relate to two of its provisions and my interest in it is twofold: 
First, as a student of international legal relations, and, second, as a counsel on 
the behalf of particular groups of prospective claimants, who under the proposed 
text of the bill, would either be protected inadequately or not protected at all. 
The first group embraces all claimants who are in the same position as my client, 
Mr. William H. Smyth of New York City, who, if the proposed bill S. 2227 be- 
comes law, would be precluded a justful compensation in view of the $10,000 
ceiling imposed by the bill. Mr. Smyth has submitted his views to the com- 
mittee directly and there is no need for me to repeat his statements with which I 
am in full agreement. 

The position of the second group, for whom there would be no protection if 
the bill is accepted in its present form, is more complex and pertains to section 
201 (c¢) and section 205 of the proposed bill. These define the term “national of 
the United States,” and declare that no claim will be allowed unless the indi- 
vidual claimant, and all his legal predecessors, were nationals of the United States 
on the date of their loss. In this provision is contained the principle of the 
international law known as “continuity of nationality of claimant.” 

The question arises, however, whether this rule should be applied here in 
its entirety, or whether it is to be modified and made more flexible. I am fully 
aware of the fact that this problem was extensively discussed at the hearings on 
H. R. 6382 and subsequently decided in Public Law 285, but I still venture to 
say that the present situation requires the recognition of a different point of 
view from that which was adopted in previous legislation. 

Before giving a brief analysis of the unfairness of the criticized rule as viewed 
according to the fundamentals of international law and the present international 
situation, let me give you two concrete examples which illustrate the inadequacy 
of its application in certain cases potentially embraced by the present bill. 

IT am representing a group of less than 100 former Slovenian peasants who, as 
American citizens, presently live in the area of Cleveland, Ohio. These people 
were small farmers in the northwestern sector of Yugoslavia which, after the 
German invasion of 1941, was incorporated into the German Reich. Being of 
Slavie origin and citizens of Yugoslavia, which at that time was at war with 
Germany and an ally of the United States, they were expelled from their homes 
overnight and have thus lost all of their property. In many instances the value 
of this property amounted only to a few thousand dollars but for them it was 
the basis of their living subsistence and the fruit of many years of their labor 
After being expelled from the Reich, these people lived first as refugees in Europe, 
and after World War II, immigrated to the United States. In the meantime 
Yugoslavia became a Communist-controlled state with a “socialist legal sys- 
tem,” and a “socialist political and economie structure,” which refuses to extend 
any protection to its former citizens who have left the country. 

Another example relates to the case of an individual, Mr. Vlado Radan 
and his family, presently residing in New York City, who are all citizens of 
the United Stttes. Before the war, Mr. Radan dwelt in Zagreb, Yugo- 
slavia, and was one of the most prominent businessmen in the country. Aside 
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from his business, Mr. Radan was an honorary consul general for Greece in 
Zagreb, which country has been recognized as an Allied Power since Cctober 
28, 1940. On the very day of the German occupation of Zagreb, i. e.. on April 
10, 1941, Mr. Radan was arrested by the Germans as an Allied avent and trans- 
ported to the prison of Graz and later to Vienna. His property, as well as that 
if his family, was confiscated and appropriated for the benefit of the German 
war machine. In 1946, Mr. Radan and his family arrived in the United States, 
and became American citizens in 1052. The Yugoslav Communist Government not 
only did not return Mr. Radan’s property (seized by the Germans) and not only 
lid not extend him any protection, but sentenced him in absentia for “collabo 
ration” to 20 years of hard labor, loss of citizenship, and confiscation of property 

The text of the bill S. 2227, as proposed, classifies the former peasant group from 
Cleveland, Mr. Radan and his family, as well as all others who are in identical 
or similar positions, as noneligible for claims due to the fact that they were not 
American citizens at the time of their loss and consequently cannot be protected 
iy United States laws. Yet those who maintain this point of view tend to forget 
that all these individuals are now United States citizens: second, which is even 
more important, that they were persecnted and that their property was seized 
by Nazi Germany because they were considered as enemies and allies of the United 
States; and that above all they cannot expect any protection for their injured 
rights from their former sovereign which today is under Communist domination 

What, then, is the solutiton for their problems in view of their legal status? 
Should they be left without any protection whatever, or should a formula be de- 
vised which, in accordance with the general principles of international law, would 
give them adequate relief in their present plight? Obviously the first alternative is 
not acceptable for any modern legal state, especially not for the United States 
whose citizens they are at the present moment. Hence, the second alternative 
appears to be the only solution and in consequence thereof a provision should 
be established which would make the old rule of “continuity of nationality of 
claimant” less rigid and better adaptable to existing conditions in international 
relations. 

Would such a provision fit into the frame of the basic principles of interna- 
tional law, and, if so, could it justly be applied in the situation under discussion? 
I believe it could, and here are the reasons for it. 

First, the rules of international law are not static but dynamic. They must 
be adapted to the changing conditions of international life. (Cf. C. G. Fen- 
wick, International Law, New York, 1948, pp. 43ff.) In other words, it is not 
international law which creates international conditions, but rather interna- 
tional conditions which generate and change the principles of international law. 
The rules of international law are based further on principles of equity which, 
according to a decision of the International Court of Arbitration, should be un- 
derstood in “the traditional sense in which these words are used in Anglo-Saxon 
jurisprudence.” (Cf. G. H. Hackworth, Digest of International Law, Wash- 
ington 1940, vol. I, p. 10.) What could be a better application of the rules of 
equity than that of the extension of legal protection to those cititzens who might 
under rigid interpretation of obsolete rules of international law remain without 
such equity. The rule of “continuity of nationality of claimant,” though gen- 
erally followed in the past by the United States, has by no means been established 
as a dogma of international law and many tribunals have declined to follow it. 
(Cf. Hackworth, op. cit. vol. V., p. 806.) This rule became even more questionable 
in view of the changed international situation after World War II, when a large 
part of the globe fell under Communist control, and when the legal problems of 
the escapees from that orbit require, to say the least, a more elastic interpreta- 
tion of outgrown principles of international law. In view of the new world con- 
ditions the problem of “continuity of nationality of claimant” has already been 
discussed by writers in international law who recognize that : 

“It would be harsh indeed if the refugee who has come to this country to escape 
persecution by his own government under peculiarly horrible circumstances of 
the present period, were left to seek reparation from the very government which 
oppressed him and were given no assistance by the victorious government which 
gave him haven.” (R. Wormster, Collection of International War Damage 
Claims, New York, 1944, p. 38.) 

Wormster goes further in his explantion and states that “such protection may 
even take the form of granting them the diplomatic protection of the State De- 
partment, after the peace, for the presentation of claims, even though the claim- 
ants were not American citizens at the time of injury or loss.’ (Wormster, op. 
cit., p. 39.) 
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Hence, we see that the abolition of the rule of “continuity of nationality” has 
been urged also in cases where this abolition would apply to the claims of a citi- 
zen against his former sovereign. Why not abolish it in our case where the situ- 
ation is much simpler and where its abolition would relate only to the former 
common aggressor? 

Second, the loss which the groups under consideration have suffered was in- 
flicted upon them because of the “enemy or alleged enemy character of the owner 
(sec. 203 (a) of the bill). The individuals were persecuted and their property 
confiscated or destroyed because they were considered by the Nazis as enemies 
and allies of the United States. The prospective indemnity is to be paid out of 
the funds supplied by the German Government which is willing, ready, and able 
to pay for the illegal acts of its predecessor. Consequently, why should the 
German Government be released from its responsibility toward those United 
States citizens who at the time of their loss were, true, not yet American na- 
tionals, but were persecuted as individuals promoting the interests of the United 
States and its allies? Or should we, perhaps, pursuant to the rule of “continuity 
of nationality” adopt the attitude that Germany must negotiate and pay for these 
damages to the present Communist governments for the account of these Ameri- 
can citizens who happened to be nationals of these states before the war? Does 
anyone believe that they would subsequently receive a penny from these govern- 
ments if this position were to be adopted and carried out? If we reject the lat- 
ter attitude, which I believe we should, and do not accept the prior one, what 
then is the solution? 

Third, let me be more specific on the unsuitability of the rule of “continuity 
of nationality of claimant” in cases under consideration. The majority of the 
countries enumerated in bill S. 2227, section 201 (a) and section 203, are today 
Communist controlled. If they were free, the rule of “continuity of nationality” 
would justly be applied. A Norwegian or a Dutchman, who suffered damages 
during the German occupation and who are today citizens of the United States, 
as a rule receive full protection for their injured rights from their original 
countries regardless of the fact that they live abroad and possess another 
nationality. But the situation changes entirely with respect to those American 
citizens who suffered damages during the German occupation but who were 
citizens of Allied countries presently under Communist domination. It is a 
well-known fact that Albania, Czechoslovakia, Poland, and Yugoslavia have 
Communist regimes. The Socialist legal systems of these countries do not recog- 
nize any vested rights of the individual; much less are they willing to protect 
their former nationals who left the country and have acquired a new citizenship. 
The rule of Socialist law that “the rights of individual are expressly subordinate 
to the rights of collectivity” (cf. Gsovski, Soviet Civil Law, Ann Arbor, 1948, 
vol. I, pp. 152-193), and the ideas on “law and morality” as conceived in a So- 
cialist legal system (cf. E. B. Pashukanis, Theory of Law and Marxism, in 
Soviet Legal Philosophy, Cambridge, 1951, pp. 193-205), give to these regimes a 
broad basis either to deny the right of protection to their former citizens, which 
is their present attitude, or to offer such protection as to manifestly but not 
actually help these individuals in order to promote their own aims which may 
be their attitude in the future. In the latter case, would it be wise to tolerate 
that groups of American citizens of Yugoslav, Polish, or Czechoslovak origin are 
“protected” in their former rights by the present Communist governments of 
these countries? Would this “protection” not expose these individuals to all 
sorts of difficulties and perhaps also to blackmail on the part of their imposed 
“protectors”? However, if we persist in the incontestability of the principle of 
“continuity of nationality of claimant” and refuse to adopt instead a more prac- 
ticable solution, these people will have no choice but to remain either without 
any protection, or to accept such protection should it be offered by the Commu- 
nist governments of their former homelands. 

As a matter of fact, Yugoslavia and Western Germany have already concluded 
an agreement on March 10, 1956, according to which the payment of certain 
war damages appears to be included. If this agreement is interpreted to cover 
all the losses suffered by American citizens who were Yugoslav nationals during 
the war, which I do not believe is the case, it is to be feared that these American 
citizens will never receive any compensation which the Yugoslav Government 
has collected or will collect on their account. The only reason why Albania, 
Czechoslovakia, and Poland have not yet made similar agreements is the fact 
that these states de not recognize the Federal Republic. 
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Fourth, bill S. 2227 is unique and differs from previous legislation in the 
sphere of the settlement of international claims. Therefore, different and more 
senerous principles of international law should be applied. While the Inter 
national Claims Settlement Act of 1949, as amended, 64 Stat. 12, and Public 
Law 285, 84th Congress, have regulated the claims of American citizens which 
irose out of confiscation or other taking by the Government which the United 
States recognizes, bill S. 2227 deals with the payment of indemnity for damages 
committed by the occupying power with which the United States was at war. In 
other words, in cases regulated by previous legislation, the property was taken 
or nationalized by the Yugoslav Government from the individual Yugosiavs who 
perhaps later became American citizens, or by the Hungarian or Rumanian 
Governments from individual Hungarians and individual Rumanians who sub 
sequently became American citizens. Consequently, the rule of “continuity of 
nationality of claimant” could be applied. In this case, however, the property 
was seized by the Germans who were the occupying power, from citizens of an 
Allied state who later became nationals of the United States. There is no valid 
reason why the protection of the United States should not be extended to these 
allies who today are American citizens and at that time were opposed to common 
enemy. 

In view of the foregoing, I would respectfully suggest the following changes 
and amendments to the proposed text of the law. 

In section 201 (c), before the last sentence (line 18), a third point should be 
added reading “(3) persons who are citizens of the United States and who, 
though not American national!s at the date of their loss, have suffered such loss as 
citizens of a former Allied country if this country is presently under Communist 
domination.” 

In section 205 (a), after the phrase “was a national of the United States” (line 
9), the sentence “except as stated in section 201 (c) (3), should be added 

These two amendments would repair flagrant injustices to those United States 
citizens who were nationals of the Allied countries in the past war, considered as 
enemies by the occupational forces, and because of their attitudes suffered most 
from the fury of the Nazi persecution. 

At the same time these amendments would not abrogate the rule of “continuity 
of nationality of claimant,” but would suspend it only in cases where justice, 
equity, and the international situation require a more flexible approach to the 
pending international legal issues. 

May I add that the abolition of the above-stated principle is accepted as a 
matter of course in the pending bills H. R. 5840, H. R. 6088, and H. R. 9864 which 
sive full protection to all present American citizens regardless of whether they 
were American nationals at the time of their loss. These bills are good and 
should be supported. 

In closing, I wish to thank once more the committee for giving me the oppor 
tunity to present this statement. I hope that the ideas expressed here will be 
of use to the committee in its consideration of the final text of the bill S. 2227 


WASHINGTON, D. C., April 30, 1956 
Mr. HARLAN Woop, 
General Counsel, Senate Subcommittee on Trading With the Enemy Act 
Washington, D. C. 

DEAR Mr. Woop: With reference to our conversation of April 26, I am enclosing 
herewith a list of prospective claimants whose position I discuss in my statement 
(p. 3) delivered before the subcommittee on the hearings of April 20, 1956 

May I add that this list is incomplete and represents only those claimants who 
so far have registered their claims. At the same time the amounts of the dam- 
ages should be taken as approximate only. 

As suggested, I sent this list and my statement to the Claims Division, Office 
of the Legal Adviser, Department of State, and to the Foreign Claims Settlement 
Commission. 

Thanking you for your cooperation, I am, 

Sincerely yours, 
BRANKO M. PESELJ. 





Claimants damaged by the 
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. Bizjak Rudolf, 23010 Euclid, Cleveland, Ohio 
2. Bergoté JoZe, Cleveland, Ohio_______.____-__ 
3. Bergot Marija, Cleveland, Ohio __- 
Bolko Martin, 6402 St. Clair, Cleveland, Ohio 
5. Brodar Janez, 2321 North Park Blvd., Cleveland, Ohio 
3. Cenkar Franc, 1129 East 77th St., Cleveland, Ohio 
. Cerar Fran¢iSka, 5516 Carry Ave., Cleveland, Ohio 
. Drasler JoZef, 1094 East 68th St., Cleveland, Ohio 
9. Gazvoda JoZef, 1113 East 67th St., Cleveland Ohio 
. Goles Cecilija, 977 East 67th St., Cleveland, Ohio... __ ~~ titiatiad 
. Goles Franc, 977 East 67th St., Cleveland, Ohio 
2. GorSek Franc, 14000 Beaumont St., Cleveland, Ohio 
3. Gostié Ivanka, 696 East 160th St., Cleveland, Ohio 
. Kalan MateZ, 30 2d St., Girard, Ohio 
. KavaS Marija, 1412 East 40th St., Cleveland, Ohio 
>. _KeSe Franc, 15611 Saranae Rd., Cleveland, Ohio 
. Klemen Terezija, 1070 East 66th St., Cleveland, Ohio____~ 
. Kolene Rudolf, 828 West Mineral St., Milwaukee, Wis__._____-__ 
9%. KoSnik Martin, 6223 Glass Ave., Cleveland, Ohio 
. Krek Miha, 2418 Newton St., Washington, D. C 
. Kristane Leo, O’Connor Hospital, San Jose, Calif 
2. Lampret Jack, 3262 MeGuffey, Columbus, Ohio 
3. Longar Albin, 1101 Norwood Rd., Cleveland, Ohio 
. LukeZ Rudolf, 1239 East St., Cleveland, Ohio 
. LukeZ Franc, 1249 East 79th St., Cleveland, Ohio 
. MalenSek Godfrey, 1202 East 62d St., Cleveland, Ohio 
. Melaher JoZe, 1143 Norwood Rd., Cleveland, Ohio 


28. Melaher Marija, 1143 Norwood Rd., Cleveland, Ohio 


9. Milaé Metod, 1932 East 72d St., Cleveland, Ohio___________--___ 
. Milavee Anton, 20954 Nauman Ave., Euclid, Ohio_____- 


31. Mlinar Frank, 725 East 155th St., Cleveland, Ohio 


2. Miinar Marija, 725 East 155th St., Cleveland, Ohio___- 
3. Mlinar Marijana, 725 East 155th St., Cleveland, Ohio 
34. Natlacen Antonija, 3801 Connecticut Ave., Washington, D. C___- 

39. Pojh Frank, 1144 East 63d St., Cleveland, Ohio 
. Peénik France and Emma, 1832 Northwest 46th St., Miami, Fla__ 
. Peréié Andrej, Box 551, Biwabik, Minn____- 


38. Peternel Henrik, 1131 East Norwood, Cleveland, Ohio 


9. Pileti®é FranciSka, 6711 Schaeffer Ave., Cleveland, Ohio 

. Prezelj Ivan, 18601 Shawnee Ave., Cleveland, Ohio 

. Sever Franc, 1064 Addison Rd., Cleveland, Ohio 

2. Stefancié Franc, 231 East 200, Euclid, Ohio 

3. Skerbece Matija, 6019 Glass Ave., Cleveland, Ohio 
. SuSter@ié Avgust, 707 San Bruno Ave., San Francisco, Calif 

5. SuSnik Terezija, Girard, Ohio. aise = 

. Tomine Frank and JoZefa, 1011 East 72d Cleveland, Ohio 

. Vajdi® Martin, 3904 St. Clair, Cleveland, Ohio 

. Vidmar Mary, 1369 Redwood St., Pittsburg, Calif_.._..____.___ 

. Vrtaénik Ane, 6711 Schaeffer Ave., Cleveland, Ohio_.___ 

. ZakrajSek John, 114 Addison Rd., Cleveland, Ohio__ 

. Zapusek John, 19508 Kewanee Ave., Cleveland, Ohio 

2. Zorené Alojzij, 5303 St. Clair, Cleveland, Ohio____ a Shee 

8. Zakelj Jakob, 1011 East 72d St., Cleveland, Ohio_________--___ 219, 
. Zupanti¢é Frane, 71 Baumer St., Johnstown, Pa. 


~ 


5. Ziberna Terezija, 14411 Darwin Ave., Cleveland, Ohio_________ __ 
. Salesian Institute in Celje, represented by Pavel Alfons, director, 
Don B. Technical High School, San Gabriel, Calif_ 


Total . E Fgh 
Senator Jornson. Next witness is Mr. Chester Shore. 


German occupying forces in Yugoslavia in 1941 
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We have held down the witnesses a little bit. We notice we have 
several other witnesses. Can you tell us what is in your paper and 


we will be also glad to put your paper in our record. 
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STATEMENT OF CHESTER C. SHORE, WASHINGTON, D. C. 


Mr. Suore. I will appreciate if my statement will be made a part 
of the record and I will comment briefly. My name is Chester = 
I am an attorney, a member of the bar of Washington, D. C. 1 
represent Messrs. William D. Denson and Mr. Edwin Sierstorp ft who 
are the beneficiaries under a will of an estate that was left to them by 
their great-grandfather Edward F. Knowlton of this country, an 
American citizen. This property remains in this country. I direct 
the commitee’s attention to S. 854; in regard to S. 854 1 believe that 
this legislation is relatively noncontroversial and can be acted upon 
with less difficulty. It does not provide for the question of general 
return but it is designed to eliminate an inequity with the Trading 
With the Enemy Act. As Senator Langer pointed out before the com 
mittee, this legislation has received favorable treatment in prior ses 
sions of Congress. It passed the Senate on one occasion and on every 
occasion it was reported out favorably. 

In the past hearings last year when the hearings on S. 151, a similar 
bill, was held, Colonel Townsend of the Office of Alien Property 
stated and I refer to page 455 of the hearings, a strong sympathy with 
this type of legislation. In the present course of the hearings Colonel 
Townsend has stated that he can find no reasonable basis for the 
distinction between this type of assets and other vested assets. 

I would like to point out Mr. Chairman, that the testimony of 
Senator Langer as well as many other witnesses before this com 
mittee has indic ated that quite clear ly. There are strong and cogent 
reasons for the enactment of S. 854. This property at all times be 
longed to the United States citizens and was created by the toil and 
thrift of American citizens. While we as a civilized country have 
never excepted to the right of an American citizen to leave his 
property to his loved ones even though they be citizens of a foreign 
country. Therefore the continued confiscation of this property Mr. 
Chairman, would not only be a denial of the trust that the American 
creators had in the laws of our country but also a violation of the 
spirit of the due-process provision of our Constitution. 

Further as was pointed out in previous testimony this was merely 
the next step in the evolutionary process of readjusting the inequities 
that were created by the harsh and total language of the Trading 
With the Enemy Act. 

Moreover, this property at all times was in our country and sub- 
ject to our laws. 

It can therefore be distinguished from property such as I. G. Farben 
which was property which was owned by Germans over in Germany 
and which was not under the control of American citizens such as 
this property which is created by American citizens. 

Not only are these compelling reasons for the enactment of S. 854 
but arguments raised against a general return are not applicable to 
this type of legislation. The question has been raised in regard to 
possible hardship to American industry or American workers if cor- 
porate industrial property were returned. In regard to S. 854 there 
is no possible conflict of interest because this property is for the most 
part trust funds in small bank accounts and life insuranace proceeds 
and other personality. Moreover the return of this property would 
not in any way bring in issue the Paris reparation agreements and the 
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Bonn agreements. This is true for a number of reasons. As I pointed 
out S. 854 is designed to eliminate certain inequities in the Trading 
With the Enemy Act. It is a recognition of the fact that our country 
has never seized American property that is intrinsically American 
as a source of reparations. 

No Executive agreement can deprive Congress of the power to pro- 
tect the rights of American citizens nor the Paris and Bonn agree- 
ments intended to do so. Moreover, as I pointed out, we have in the 
past returned property in certain cases where inequities had occurred 
because of the Trading With the Enemy Act. At that time the Paris 
and Bonn agreements as a bar to such return were never at issue. 

A similar principle is involved in S. 854 as I pointed out in my 
statement on page 11. Other signatory countries have made a return 
of vested property in those cases where justice or their national policy 
have supported a return. In the case of those other countries no 
question was raised that the Paris or Bonn agreements would be a 
bar. 

Again, Mr. Chairman, a similar principle was involved. In regard 
to S. 3507 to a large extent the same principles in regard to S. 854 are 
applicable to this. Here, Mr. Chairman, we have the other side of 
the coin. Just as S. 854 recognizes the intrinsically American char- 
acteristic of property that was left by American citizens, S. 3507 
recognizes the intrinsic American character of property that would 
now go to American citizens. As I have pointed out in my statement 
again S, 3507 is a rational step in the evolutionary process of read- 
justing inequities in the Trading With the Enemy Act, similar to 
S. 854. S. 3507 would not bring into issue certain objections that have 
been raised against the policy ‘of general return. I would, however, 
Mr. Chairman, like to make one suggested amendment to S. 3507 and 
that suggested amendment is on page 13 of my statement. 

It would provide for the deletion of the $9 million ceiling limita- 
tion that is now present in S, 3507. 

In order to illustrate this amendment I believe it is necessary to go 
back into the legislative history in regard to legislation which pro- 
vided for the return to dual nationals in regard to legislation which 
set that ceiling limitation. 

This legislative history is set forth in Senate Report 302, 8ist Con- 
gress, 2d session. 

Briefly it shows the following: One, the reason for placing origi- 
nally the limitation on return was to insure that there would be sufli- 
cient funds to pay war claims. Two, it was recognized by both Houses 
of Congress that if the limitation on the amount of return was such 
that a return to all claimants could not be made a patent discrimina- 
tion would occur. Return would be made in the order in which the 
notices of claims were received by the Office of Alien Property and 
when the ceiling limitation had been reached the return to other 
claimants would cease. 

That would result in a patent discrimination if this ceiling limita- 
tion remained. ‘The Houses of Congress recognize the need for proper 
legslation to prevent discr imination. 

"The Senate sought to do so by eliminating the ceiling and the House 
by raising it. When it was made clear that the ceiling limitations so 
raised would enable all claimants to receive a return the method chosen 
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by the House was agreed upon. In regard to 8. 3507 if the $9 million 
ceiling limitation remains there is a possible danger that all claimants 
will not be covered in which case the very same unjust discrimination, 
that is the return to those persons who filed first and the nonreturn 
to those who filed later would occur. For this reason, Mr. Chairman, 
[ suggest that the limitation of $9 million in S. 3507 be eliminated. 

Because, Mr. Chairman there are compelling reasons for the fact of 
enactment of S. 854 and S. 3507 and because arguments that have 
been raised against a policy of general return are not applicable to 
this legislation. Two conclusions follow: One, legislation such as 
the administration bill in S. 2227 is no substitute for this legislation 
and secondly—and this I believe is a very important point—this com 
mittee I believe should report out separately as a separate independent 
measure S. 854 and S. 3507. The reason I raise this point is because 
the action that was taken in the last session of Congress when this 
committee did not report S. 15 out separately but issued a report 
favoring the general return as an overall recommendation and remedy. 
S. 2227 is not a substitute for this legislation because that is a ceiling 
limitation of $10,000 to the return that would be made pursuant to it. 
It has been determined as a compromise measure dninnel to take care 
of hardship cases based on special administrative burdens in the 
foreign poliey problem and I refer to testimony of Hon. Robert D. 
Murphy in these present hearings. If we accept the premise that our 
country has an obligation to return this intrinsically American prop- 
erty—and by its nature this property is not a legislative source of 
reparation—then the property should be returned in full and not 
limited to $10,000. 

I have suggested that this committee issue a separate report on 
S. 854 and S. 3507 and in this way this legislation can stand and rise 
and fall on its own merits. It can be debated by Congress as sep- 
arate measures and separate consideration which compel its enact- 
ment as well as the fact that arguments against the general return 
are not applicable to it, would perhaps permit Congress to look upon 
it much more favorably. 

There may well be Congressmen who would readily favor S. 854 
and S. 3507 but may not favor other legislation. Unless these bills 
are reported out separately so that there is the opportunity for Con- 
gress to act upon their merits, there would be a consequent injustice 
to our national policy and the rights of the claimants covered by this 
legislation. 

‘Since it does not bring in the general question of genuine return I 
also believe, Mr. C hairman, that it can be acted upon much more 
quickly and with much less difficulty nor would it prejudice in any 
other legislation regarding amendments to the Trading With the 
Enemy Act. 

In the past we have amended section 32 in various cases to eliminate 
injustices and this would be another that would be eliminated such 
as past legislation has not affected any future legislation in regard 
to the Trading With the Enemy Act nor would a separate action on 
S. 854 or S. 3507 do otherwise. 

I therefore hope, Mr. Chairman, that this committee would issue 
favorable reports on S. 854 and S. 3507 with my proposed amendments 
and that they will issue separate reports on them. 
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I would like to thank the committee for the opportunity for testi- 
fying: if there are any questions, I would be happy to answer them. 

Senator Jounston. Thank you. No questions. 

(The document referred to is as follows:) 


STATEMENT OF CHESTER C. SHORE 


Mr. Chairman and members of the committee, my name is Chester C. Shore. 
I am a member of the bar of the District of Columbia with offices located at 
Suite 902, Warner Building, Washington, D. C. 

I represent Mrs. William D. Denson and Mr. Edwin Sierstorpff. They are the 
beneficiaries under a will of an estate of approximately $2% million. This 
property was vested by the United States Government during World War II. 

Mrs. Denson’s and Mr. Sierstorpff’s property was willed to them by their great- 
grandfather, Edward F. Knowlton, an American citizen, in 1898. At all times 
this property has been held in the United States in Brooklyn, N. Y., by the Brook- 
lyn Trust & Savings Bank and the City Farmers Bank & Trust Co. But for the 
action of our Government, Mrs. Denson and Mr. Sierstorpff would have received 
this property as the natural heirs of their great-grandfather, Edward F. 
Knowlton. 

Mrs. Denson is an American citizen and has 2 children who are American 
citizens. Mr. Sierstorpff has been a resident of this country and will be an 
American citizen in the near future. 

In the present session of Congress there are various bills and resolutions in 
both Houses which provide for a general return (with certain exceptions) of all 
vested property to its former owners. In addition, the State Department has 
sponsored a bill which provides for a general return but limits the return to an 
amount not to exceed $10,000 to any one individual. 

In the course of the controversy on the question of whether the vested prop- 
erty should be returned to its former owners, there have been four bills pending 
which have been “lost in the shuffle.” These bills—S.854 (Langer North Dakota), 
S. 3507 (Bible, Nevada, and Fastland, Mississippi), H. R. 3242 (Bosch, New 
York), and H. R. 2134 (Hiestand, California )—are relatively noncontroversial in 
that they do not provide for a general return, but rather are designed to eliminate 
certain inequities in the Trading With the Enemy Act. They can, therefore, be 
acted upon with little difficulty. 

S. 854, one of the bills before this committee, as well as H. R. 8242 would 
enlarge the eligibility of claimants under section 32 to include the return of 
property or interest acquired from an American citizen by gift, inheritance, or 
devise. H. R. 2134 would do the same for amounts payable under trust funds 
created by American citizens. S. 3507 would increase the category of persons 
to whom a return would be made to include those individuals who, since the 
vesting in or transfer of their property or interest to the Alien Property Cus- 
todian, have acquired United States citizenship. 

Since this committee is considering S. 854 and S. 3507 I shall limit my testi- 
mony to these bills. 

S. 854 


Legislation similar to S. 854 has been considered favorably in past sessions 
of Congress. In 1950, the Senate passed a similar bill, S. 2920. The bill was 
not put to a vote in the House. 

In the 82d Congress, S. 172, a similar bill, was reported out favorably by a 
unanimous committee, Senate Report 572. However, in the press of other 
legislation, no vote was taken on it. 

During the 838d Congress, hearings were held on two similar bills—S. 151 
and 8. 155. The subeommittee also held hearings on the administration of the 
act. In the hearings on S. 151, July 23, 1953, Hon. Dallas S. Townsend, Director 
of the Office of Alien Property, stated his strong sympathy with the objectives 
of such legislation. Thus, at page 455 of the hearings after Senator Scott 
Lucas had testified in favor of S. 851, the following was stated: 

“Mr. TOWNSEND. I have only this comment to make. I am certainly in sym- 
pathy in a general sense with all that Senator Lucas has said. The report of the 
Department which I presume will be incorporated in your transcript, is neither 
for nor against the bill. The report is intended merely to point out certain 
problems which are involved in the bill. The first comment made is that so 











RETURN OF CONFISCATED PROPERTY 167 


far as recovery by Austrian nationals is concerned, it is unnecessary, because 


\ustrian nationality is no bar to recovery anyway 

“The other item that is pointed out here is that certain possible overlapping 
‘rr conflicts may be involved in view of certain international agreements that 
have been signed. That may be a technical comment, but it is nevertheless 
submitted for the consideration of the committee. Generally speaking, I am en 
tirely in sympathy with the objectives of the bill. There is no question about 
that.” 

The subcommittee did not report out S. 151 and 8. 155. It did issue, however, a 
report as a result of its examination of the administration of the act—the final 
eport of the Subcommittee To Examine and Review the Administration of the 
Trading With the Enemy Act. In this report the subcommittee (p. IX) re- 
ferred to the inequities of the act visited upon American citizens but recom 
inended only an “overall remedy” by a general return of all vested property 
The report also indicated in strong language (p. 40) it concern with the injustice 
which resulted from the confiscation of property which was left by American 
citizens. 

“The substantial confiscated assets which represent wholly American interests 
are another subject of great concern to the committee. The prosecution of the 
war and the objectives of the act were not furthered in any sense by the con- 
fiscation of the property which was created in the United States by citizens of 
this country and which could not be considered enemy property except that its 
American creators had seen fit to provide that the fruits of their efforts be 
directed by will or deed to an individual so unfortunate as to be designated an 
enemy’ under the provisions of the act and through a course of action taken 
by his Government.” 

In the course of the present hearings on this legislation, November 29, 1955, 
Hon. Dallas A. Townsend stated: 

"I find no reasonable basis for the distinction between vested assets derived 
from gifts and decedents’ assets of American origin and other vested property. 
The prevesting enemy ownership of property was the standard for vesting rather 
than the origin of such ownership. There seems to me to be no justification for 
preferring the prevesting owners favored by this bill over the former owners 
of other categories of vested property.” 

The statement of Senator Langer, however, as well as the testimony of other 
witnesses indicates that there is a strong basis for special consideration to the 
vested assets derived from gifts and decedents’ assets of American origin and 
compelling reasons for the return of such property pursuant to S. 84. 

Every reason for a general return applies equally as strongly to S. 854 and 
there are additional compeliing reasons which demand its enactment. 

Reason for the return of property pursuant to S. 854 

1. The property that is covered by S. 854 is property that was left by American 
citizens. 

It is property that was created by the toil and thrift of American citizens, 
who worked and served our country. Its American creators then saw fit to 
provide for their loved ones—their friends or relatives—and established a gift 
or provided by will for the benefit of a needy loved one in Germany or Japan. 

Much of this property consists of trust funds established long before there 
was any thought of conflict with Germany or Japan. Mr. Knowlton’s trust was 
established in 1898. Many were small trust funds established in the 1920's. 
Their American creators in many cases were citizens whose roots in America go 
back as far as 150 years and who have a long and honorable history of service 
to our country. Cases were cited in the hearing in which the life insurance 
proceeds of American soldiers who died for this country were confiscated. 

The dispositions made were in accordance with American law. It goes without 
saying, that we have never in our law or jurisprudence or conduct as a civilized 
nation excepted to the normal desire of an American citizen to provide for his 
loved ones who may be nationals of a foreign country. The American creators 
made these provisions because they had trust in our country and in our laws. 

It was necessary during World War II to vest this property lest it be used 
against our war effort. Now that hostilities have ceased, the confiscation of 
this property is not only a betrayal of the trust of its American creators but a 
violation of the spirit of the due process provision of the Constitution of the 
United States. 
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This is apparent both from the reports issued by the Judiciary Committee on 
similar legislation and in the reports on other legislation in which a similar 
principle was involved. 

In Senate Report 2024, 8ist Congress, 2d session, the Senate Judiciary Com- 
mittee stated in regard to this property: 

“Another consideration in favor of enactment of the proposed legislation is 
the fact that the property concerned therein is not enemy property within the 
spirit of the Trading With the Enemy Act. It is intrinsically and inherently 
American property. Said property was amassed and earned in America by 
American citizens. It remained in this country to aid and abet the Government 
in the way all property does, to a successful fruition of the war. Certainly, 
and no one would contend otherwise, it was not the desire of Congress or the 
people of this country to seize such property.” 

When Congress passed the legislation which returned vested property to 
American citizens who had lost their citizenship by marriage a similar principle 
was involved. The purpose of such legislation and the concern with the consti- 
tutional rights of American citizens was stated in the report that accompanied 
this legislation, Senate Report 2097, Slst Congress, 2d session: 

“The position of the Government with respect to the recovery upon war dam- 
age claims is in no way affected, as the property with which the proposed 
lezislation is concerned is not property belonging to enemy aliens but is prop- 
erty of legal American citizens and its use to settle war claims would thus con- 
travene the spirit of the due process provision of the Constitution of the United 
States.” 

Today, American citizens are giving through CARE and other organizations 
food and clothing to aid the needy in Germany and Japan. Our Government 
would not think of confiscating this property. The confiscation of property left 
by American citizens to friends and relatives in Germany and Japan would be 
equally as reprehenssible. 

2. 5S. 854 is the next step in the evolutionary process of readjusting the inequi- 
ties of the Trading With the Enemy Act. 

S. 854 is the natural result of necessary action that Congress took after both 
World War I and World War II when the harsh and total effects of the broad 
language of the Trading With the Enemy Act were reexamined and rational 
adjustments were made. 

Thus, after World War I, Congress released vested property that had belonged 
to former German and Austria-Hungarian citizens who, by the operation of 
the Versailles Treaty, had become citizens of newly erected nations or other 
governments. Similarly, Congress released the property of women who had 
been nonenemy citizens prior to 1917 but who had become enemy citizens by 
marriage. 

After World War II, Congress provided for the return of vested property to 
victims of Axis oppression and to persons who had lost their citizenship by 
marriage but had reacquired their citizenship prior to the date of the statute. 

This committee, in prior reports, has recognize that legislation such as 8. 854 
is necessary to remedy the inequities of the act. In Senate Report 2024, 81st 
Congress, 2d session, and Senate Report 972, 82d Congress, 1st session, the 
Judiciary Committee, in approving legislation similar to this bill, stated: 

“After hostilities have ceased there is always and should be a period of re- 
eapitulation and reappraisement. The harsh and total methods of seizure during 
the war are reweighed in the light of the new atmosphere. Inequities are always 
found to have been done so that a balancing of interests must be made. We in 
the United States are in that rational adjustment period.” 

3. The property that would be returned pursuant to S. 854 is property that 
at all times remained in our country under the control of American citizens. 

As property created by American citizens which remained in this country it 
could not have in any way been used to obtain control of American industry or 
as part of a foreign Government's policy to obtain a favorable foreign exchange. 
For this reason a valid distinction can be made between this property and prop- 
erty of, for example, the I. G. Farben interests in this country. 

This property was used during the war by our Government to assist our war 
efforts. Now that hostilities have ceased, it would indeed be anomalous if 
property which remained in Germany and Japan to aid those countries’ war 
machines should be returned while property of an American character, left by 
American citizens, should never be returned to the loved ones of those American 
citizens. 
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irguments which have been raised against a general return of vested property 
are not applicable to 8. 854 
In addition to the compelling reasons for the enactment of S. S)4, this legis- 
ition does not bring into issue certain objections that have been raised against 
policy of general return. 
The question has been raised in regard to possible hardship to American 


industry or American workers if corporate industrial property were returned 


In regard to S. S54 there is no possibie conflict of interest because the property 
that would be returned is for the most part trust funds—small bank accounts, 
life insurance proceeds and other personalty. 

The argument has been raised that the alien property in this country was 
subject to rigid controls by the State as to make it lose the character of private 
property. 

This property, however, was created by American citizens and at all times has 
been under American control. The provisions for disposing of the property 
were under the supervision of American probate courts. The interests of the 
aliens could ripen into ownership only in accordance with American law 

The Paris reparations agreement and the Bonn agreement as bars to return 
ure in no way in issue in regard to the property which would be returned 
under 8. 854, This is true for a number of reasons: 

1. S. 854 is designed to eliminate inequities in the Trading With the Enem) 
Act. It covers property that was left by an American citizen and which should 
never have been placed into the war claims fund. The purpose of 8. 854, there 
fore, is to reestablish to such American citizens their constitutional right to 
dispose of their property. No executive agreement can deprive Congress of the 
power to protect the rights of American citizens nor were the Paris and Bonn 
agreements intended to do so. 

2. The Paris and Bonn agreements were executed in order to provide repara 
tions for each signatory country. We have never adopted a permanent polics 
of confiscating property left by American citizens as a source of payment for 
reparations from a foreign country. 

3. In the past we have returned vested property in those cases in which the 
broad language of the Trading With the Fnemy Act has resulted in an uni: 
tentional hardship, e. g., the return to religious, racial and political persecutees, 
to persons who lost their American citizenship by marriage. At such time there 
was no question raised that the Paris agreement would bar such return. A 
similar principle is involved in S. 854. 

4. Other signatory countries have made a return of vested property in those 
cases where justice or their national policy have supported a return. 

Greece has returned diplomatic and consular property and property to religious 
and private welfare organizations. Greece has returned to individuals who have 
livel in Greece from October 28, 1949, to the present time or who have now 
permanently settled in Greece. The Union of South Africa has returned vested 
property to individuals who were permanent residents before May 1952, or if 
residents after that date up to £5,000. Denmark has returned property in those 
cases where there was evidence of a close personal or economic relationship 
between the former owner and Denmark. Luxembourg has returned industria! 
property on a showing that the return would be advantageous to Luxembourg 
business, and to individuals who opposed Hitler or helped Luxembourg or the 
Allies. Belgium has returned German foreign bonds and the Netherlands insur- 
ance policies and pensions. 

S. 3507 


To a large extent the same principles which compel the enactment of S. 854 
are applicable to 8. 3507. As has been pointed out, S. 854 recognizes the intrinsic 
American character of property that was left by American citizens. S. 3507, on 
the other hand, recognizes the intrinsic American character of property that 
would, by this legislation, be returned to a person who is now an American. In 
both cases the use of this property to settle war claims would contravene the due 
process provision of the Constitution of the United States. 

S. 8507 is a rational sten in the evolutionary process of adjusting the inequities 
of the Trading With the Enemy Act. It merely enlarges the scope of legislation 
enacted aiter World War I and World War II when Congress released the prop- 
erty of persons of dual citizenship. 

Further, S. 3507 would similarly not bring into issue certain objections which 
have been raised against the policy of general return. 
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1. Sinee it provides for the return of property only to individuals, the question 
of possible hardship to American industry or American workers if return were 
made to corporations is not involved. 

2. The Paris reparations agreement and the Bonn agreement as a bar are in 
no way in issue because: 

(a) 8. 3507 provides for a return to persons who are now American citizens 
and no executive agreement can deprive Congress of the power to protect the 
rights of American citizens nor were the Paris and Bonn agreements intended 
to do so. 

(b) The Paris and Bonn agreements were executed in order to provide repara- 
tions for each signatory country. We have never adopted a permanent policy 
of confiscating property of American citizens as a source of payment for 
reparations 

(c) As has been pointed out, we have in the past returned vested property in 
certain cases in which justice and our national policy have required a return. 
A similar plan is involved in S. 3507. 

(7d) As has been pointed out, other signatory countries have made return and 
their national policy has supported such return. A strikingly parallel example 
to this legislation is the legislation of Greece and the Union of South Africa 
which have returned vested property to residents of their countries. 


Proposed amendment to 8. 3507 


o~ 


It is suggested that S. 3507 be amended by deleting the following language: 

* * Provided further, That the aggregate book value of returns made pur- 
suant to the foregoing proviso shall not exceed $9,000,000; and any return under 
such proviso may be made if the book value of any such return, taken together 
With the aggregate book value of returns already made under such proviso does 
not exceed the $9,000,000 and for the purposes of this proviso the term ‘book 
value’ means the value, as of the time of vesting, entered on the books of the 
Alien Property Custodian for the purpose of accounting for the property or inter- 
est involved: or” 

In order to illustrate the reasons for this proposed amendment it is necessary 
to refer back to the original legislation which provided for the return to persons 
of dual citizenship and the legislative history in regard to the $9 million ceiling 
on such return. 

The original legislation providing for this return was Public Law 859, 81st 
Congress, 2d session. At that time a limitation of $5 million was placed on such 
returns. In the &$2d Congress, 2d session, legislation was introduced in order to 
eliminate this ceiling on return. Senate Report 302 set forth the history of 
this ceiling and the reason for the proposed deletion. It stated: 

“The bill permitting the return of such property to the rightful owners con- 
tained no limitation on the value of the property which might be returned as 
the bill originally passed the United States Senate. However, the bill was 
amended by the Committee on Interstate and Foreign Commerce of the House 
of Representatives so as to embody a ceiling of $5 million on the value of property 
which might be returned by virtue of the enactment of that legislation, S. 1292. 
The amendment remained in the act as approved by the President. That amend- 
ment apparently was intended as a result of estimates furnished by the Depart- 
ment of Justice indicating that returns under the bill would not exceed that 
amount. It was also felt that such an amendment was necessary to safeguard 
the solvency of the war claims fund out of which, pursuant to the provisions of 
the War Claims Act of 1948, claims of American prisoners of war and American 
civilian internees were to be paid. The bill as it was reported by the Commit- 
tee on Interstate and Foreign Commerce of the House of Representatives also 
required that, to the extent practicable, return of the vested property was to be 
made in the order in which notices of claims were received by the Office of Alien 
Property.” 

The report went on to state that: 

“The Department of Justice in its report on this legislation states that there 
is a real possibility that some of the claimants will not, under the present law, 
secure the return of their property because their claims may not be reached 
before returns to other claimants in the group total the ceiling amount * * *, 
If these late claims are denied because the ceiling has been reached the net 
result will be that the patent discrimination which S. 1292 sought to eliminate 
will be reduced but will not be corrected.” 


* 
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‘he Committee report stated that the reason for the ceiling was to protect 

e solvency of the war claims fund but that this legislation would not destroy 
he solvency of the War Claims Commission. It stated: 

‘In this regard one further point should be considered. The Congress in pro- 

ding for the payment of the claims of American prisoners of war and civilian 
nternees clearly indicated its desire that such payments should be made out of 
he funds in the hands of the Custodian of Alien Property belonging to enem) 

ationals. It was never the policy of the Congress that such payments should 
he effected through the seizure and liquidation of property belonging to American 
tizens,”” 

The committee concluded in its report that the ceilings should be removed : 

‘* * * In addition to causing difficulty in the administration of the law the 
eiling probably will operate to deny persons of their property even though such 
persons are similarly situated to those to whom return is effected.” 

(he House Committee on Interstate and Foreign Commerce recognized the 
reason in the Senate comiittee report for the deletion of the ceiling limitation 
but determined that it was not necessary to delete the ceiling but, rather, the 
same purpose could be accomplished by raising the ceiling limitation. In House 
Report 1723 it stated: 

‘Public Law S59 sought to alleviate a patent discrimination against dual na- 
tionals. Under the present $5 million ceiling that discrimination has not been 
eliminated entirely. The committee does not believe that it is desirable or neces 
sary at this time to remove the ceiling altogether but it does feel that the ceiling 
should be increased to $S million in order to insure that dual nationals having 
meritorious claims will not be denied return of their property while such return 
is being effected to others similarly situated.” [Italic added.] 

In conference report 2003 a ceiling limitation of $9 million was agreed upon 
and the bill passed in that form. 

It was made clear on the floor of the Senate, ¥8 Congressional Record, page 
6107, May 28, 1952, that, in the judgment of the conferees the $9 million limita- 
tion would be adequate to meet payments of all just claims. The legislative his- 
tory therefore indicates the following: 

1. The reason for the placing originally of the limitation on return was to 
insure that there would be sufficient funds to pay war claims. 

2. It was recognized by both Houses of Congress that if the limitation on the 
amount of return was such that a return to all claimants could not be made, 
a patent discrimination would occur. Return would be made in the order in 
which the notice of claims were received by the Office of Alien Property ; when 
the ceiling had been reached return would cease, although such claimants who 
would be denied return would have an equal and just right to a return of their 
property. 

3. Both Houses of Congress recognized the need for proper legislation so as to 
prevent this discrimination. The Senate sought to do so by eliminating the 
ceiling, the House by raising it. When it was made clear that the ceiling so 
raised would cover all claimants so that no discrimination would occur the 
method chosen by the House was agreed upon. 

In regard to S. 3507, however, there is no assurance that the $9 million ceiling 
would cover all claimants under this legislation. The 1954 Annual Report of the 
Office of Alien Property, pages 107, 108, indicates that already $3,455,508 has been 
paid from the $9 million set aside. S. 3507 sets up a new category of persons to 
whom a return would be made; i. e., individuals who, since the time of vesting, 
have acquired American citizenship, and there is no assurance that the balance 
of approximately $5,500,000 would be sufficient to cover all these claimants. 
Therefore, unless the ceiling limitation is deleted the very same unjust dis- 
crimination would occur; i. e., the return to those who had first given notice of 
their claim to the Office of Alien Property and the denial of return to the balance. 
Moreover, the reason for the ceiling limitation was to insure that there would be 
sufficient funds to pay war claims. At the present time all such claims have been 
paid and there is, therefore, no longer this reason for the limitation on return. 

Because there are compelling reasons for S. 854 and S. 3507, in addition to those 
advanced for a general return, and because objections that have been raised 
against the general return are not applicable to S. 854 and S. 3507, two conclu- 
sions follow: 

1. Legislation such as S. 2227, which limits return to $10,000 to each individual 
is no substitute for S. 854 and S. 3507 and would not serve the purpose of elimi- 
nating the hardship that this legislation is designed to remedy. 


583—56—31 
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2. This committee should report out S. 854 and S. 3507 as separate independent 
measures and should not confuse it with legislation such as 8. 995 which pro- 
vides for a general return. 


S, 2227 is not a substitute for 8S. 854 and S. 3507 


As has been shown, the purpose of 8S. 854 and S. 3507 to eliminate inequi 
ties in the Trading With the Enemy Act and to reestablish the rights of Ameri- 
can citizens. It is a recognition that this property is intrinsically and inherently 
American property and that Congress did not intend its use as a source of pay- 
ment for reparations. 

The purpose of S. 2227 is, however, entirely different. It does not take into 
consideration the intrinsically American character of the property encompassed 
by S. 854 and S. 3507 or the rights of American citizens which are affected by 
the seizure of such property. Rather, S. 2227 has been termed a “compromise 
measure” to take care of hardship cases—a compromise based on “special 
administrative burdens,” and a “foreign policy problem” (see testimony of 
Hon. Robert D. Murphy, Deputy Under Secretary of State, in the present 
hearings. ) 

It we accept the premise that our country has the obligation to return this 
intrinsically American property and that by its nature this proporty is not a 
legitimate source of reparations, the property should be returned in full and the 
return should not be limited to $10,000. Otherwise, there would continue to 
be a confiscation of intrinsically American property. 


The Judiciary Committee should report out S. 854 and 8S. 3507 as separate inde- 
pendent measures 


In the 88d Congress the Judiciary subcommittee did not issue a separate 
report on the legislation which would permit the return of property left by 
American citizens. This was done because of the recommendation for an 
overall remedy by a general return of all vested property. 

Unless S. 854 and S. 3507 are debated by Congress as separate measures, these 
reasons and the special considerations for justice to this class of claimants would 
never be brought to the attention of Congress. There may well be Congressmen 
who would readily favor S. 854 and S. 3507 but may not favor S. £95 or S. 2227. 
Unless S. 854 and S. 3507 are voted upon separately, the opportunity for 
Congress to act upon the merits of the bills will be lost, with the consequent 
injvstice to our national policy and the rights of the claimants covered by 
S. 854 and S. 3507. 

Further, because 8S. 854 and S. 3507 do not bring into issue the general question 
whether the vested pronerty should be returned, it can be acted upon more 
quickly and with less difficulty. 

In the past Congress has provided for a return of vested property by increasing 
the class of eligible claimants under section 32, and such statutes in no way 
affect legislation now pending which provides for a general return. Similarly, 
favorable action on S, 854 and S. 3507 and their implementation would not affect 
S. 995 or S. 2227 or any other legislation in regard to the vested property. 

There is, therefore, every reason why S. 854 should be reported out as a 
separate hill with a separate report rather than be confused into legislation pro- 
viding for a general return. At the same time, consideration of S. 854 and S. 3507 
on their own merits is the only logical and just procedure. 

In conclusion I would like to thank the committee for the opportunity to 
testify. I earnestly hope that this committee will file separate and favorable 
action on §. 854 and S. 3507. 


Senator JoHnston. Mr. Rosden. 


STATEMENT OF GEORGE ERIC ROSDEN, WASHINGTON, D. C. 


Mr. Rospen. George Eric Rosden. Mr. Chairman, if I may be per- 
mitted to put in my statement within 10 days, I will try to be as short 
as possible in my oral statement. 

Senator JoHnston. We will be glad to have you do that. 

Mr. Rospen. I am an attorney and I am representing several hun- 
dred claimants who may be entitled to claim under legislation that 
may be passed by Congress. 
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It is my opinion which I have voiced since 1946 in these many hear- 
ngs that have taken place that it is a requirement of justice, self- 
respect and of self-interest that the return of vested alien property in 
veneral take place. It is a requirement of justice because most of the 
money that was here was the money belonging to pro- Westerners, be- 
cause if they were not pro-Westerners they would not have had their 
funds here. 

Secondly there is an injustice that inheritances from Americans 
ire not coming to those for whom they were intended. Thirdly, the 
processing of claims as they are permitted under the law now takes 
8 to 10 years if not longer. And in fact as a consequence of a recent 
regulation according to which the hearing examiners no longer have 
the right to make final decisions but can only recommend decisions 
as to that so that the director of the Office of Alien Property has to 
pass on all these questions again, it will make it still longer until these 
justified claims can be allowed. It is a requirement of self-respect. 
May I refer to a statement that Chief Justice Marshall made in the 
case Brown v. U.S. (8 Cranch 110), where he said: 

The right— 


namely, the right to take the property of enemy aliens— 


is now seldom brought into play in the practice of enlightened nations. 


And Justice Cardozo adopted this short sentence in his decision in 
the T'echt v. Hughes (229 N. Y. 222). 

Alexander Hamilton dealt with the question also in one of the 
Camillus letters and he said: 

No powers of language at my command can express the abhorrence I feel at 
the idea of violating the property of individuals, which, in an authorized inter- 
course, in time of peace, has been confided to the faith of our Government and 
laws, on account of controversies between nation and nation. In my view every 
moral and political consideration unite to consign it to execration. 

And finally it is in our enlightened self-interest to return this prop- 
erty. These enemies as they were termed are now allies. 

They are an important link in our defenses. Finally as has been 
pointed out today already our invesements abroad, private invest- 
ments amount to over $24 billion and by confiscating these private 
funds we actually invite foreign governments to do the same with ours. 

Finally I should refer to a question that was asked by you Mr. 
Chairman, this morning in regard to section 40 (h) of S. 2227. 

In section 40 (h) it is provided that if any person shall claim vested 
property under this section on the basis of ownership of shares of stock 
or other beneficial interest he shall not be permitted to take under this 
act. Now I believe the question can be answered very simply, the Su- 
preme Court in the Kaufman case has decided that if a person is a stock- 
owner in a company assets of which have been vested in this country 
while the company asset in Switzerland, such a stockholder has a 
beneficial interest in the funds of the corporation and may claim his 
proportionate share in these funds here. 

And section 40 (h) of the bill apparently is designed to eliminate the 
consequences of the decision of the Supreme Court. 

l believe it is not justified and should be eliminated from the bill. 
I want to also thank you, Mr. Chairman, for the opportunity to testify 
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here and if there are any questions in regard to this matter that I have 
mentioned I should be h: appy to answer it. 

Senator Jounsron. Weare glad to have had you come. 

Any questions ¢ 

Edward L. Merrigan. 

You may procee d. 


STATEMENT OF EDWARD L. MERRIGAN, WASHINGTON, D. C. 


Mv. Mereican. I have a prepared statement which I understand 
from counsel can be put in the record and then I can limit my remarks 
toa mere summary of that statement. 

Senator Jounston. We will appreciate that. That saves a little 
time and we can get it in the record for the study of the committee. 

Mr. Merrican. I ama member of the bar of the District of Columbia 
and the bars of Louisiana and New York, Supreme Court of the United 
States. I represent here today Aris Gloves, Inc., New York. Aris 
Gloves is a corporation under the laws of New York and California 
and it has another subsidiary corporation organized under the laws of 
the State of Nevada. These corporations are owned 100 percent by 
native-born American citizens and back in 1921 they invested approxi- 
mately a million dollars in factories in Germany and in Czechoslo- 
vakia. 

At the outbreak of World War II, Mr. Chairman, the German Nazi 
Government started interfering with these American-owned factories 
and finally took over comple tely the factory belonging to these Ameri- 

can citizens in Germany and when they marched into Czechoslovakia 
Ghia took over completely the plant belonging to these Americans in 
Czechoslovakia. A lot has been said during the course of these hear- 
ings about protecting American private investment abroad. I rep- 
resent such investor. They lost well over a million dollars in property 
during World War II no part of which has been recovered by these 
American citizens. 

The property in Germany is located in the Eastern Zone of Germany. 
And accordingly it is under the domination of the East German Gov- 
ernment, which in turn is under the domination of Russia. 

That property has been converted into a uranium mine by the Rus- 
sians and is being operated by the Russians in East Germany today. 

The property in Czec hoslovakia was liberated for a very very short 
period of time after the war but then along with all other similar 
types of property in Czechoslovakia was nationalized by the Commu- 
nist government of Czechoslovakia ; hence, Mr. Chairman, these Amer- 
ican citizens | represent have not recovered one red cent of these 
properties which the Nazi Government first took over at the beginning 
of World War II. 

These clients of mine, Mr. Chairman, are terribly concerned about 
the legislation which is pending before this committee because S. 995 
provides nothing whatsoever by way of protection or compensation 
for American firms such as these corporations which have lost. prop- 
erty in Germany or in Czechoslovakia. 

We are equally concerned, Mr. Chairman, about S. 2227 which pro- 
vides only a payment of $10,000 to claimants such as my clients who 
have lost approximately $1 million abroad. This mind you at the 
time when .our Government has enacted into law legislation which 
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provides for the absolute guarantee by our Government today of 
American foreign investment abroad, future investments abroad. Our 
clients after the Second World War were asked about or by the Gov- 
ernment to reorganize—— 

Senator Jounsron. How many clients are there? 

Mr. Merrican. This is really one corporation. They have offices in 
New York City and in California and a subsidiary corporation or- 
wanized under the laws of the State of Nevada. 

Senator Jounsron. Then it is not the individual that is making 
claim, it is a corporation, isn’t it? 

Mr. Merrican. Mr. Chairman, this is a family-owned corporation. 
Mr. Robert Stanton is the last surviving member of the family owning 
the corporation. Technically, yes, the | properties were owned by cor- 
porations, but realistically the ~ aim is by one man, Mr. Robert Stan- 
ton of California. 

Senator Jounston. Under this bill, the administration bill, he 
would get $10,000 for $1 million. 

Mr. Merrican. He would certainly get just that, sir. I just don’t 
feel that that, under any stretch of the imagination, can possibly com- 
pensate an American investor who puts a million dollars abroad. 

That is almost no compensation whatsoever. 

Senator JoHNsTon. So that an American citizen under the admin- 
istration bill would receive $10,000 for a million dollars’ worth of 
investment ? 

Mr. Merrican. That is correct. 

Senator Jounston. Then under that same bill someone that has 
exactly $10,000 worth of investment and happens not to even be an 
American citizen, he will get his $10,000? 

Mr. Merrigan. I can certainly agree with you about the figures. I 
am not sure I can agree with you about the last part of your state- 
ment, because I am not sure, but I can agree about the figure. 

First S. 995 concerns us terribly because it provides for a total re- 
turn of all the vested assets to the Germans and Japanese but provides 
nothing whatsoever for the American citizens who lost their properties 
abroad. S. 2227 is so disturbing, Mr. Chairman, because it seems to 
be challenging the post-World War I history to repeat itself. 

After World War I Congress first followed the first course that 
Congress followed after World War II. They said they weren’t 
going to give back any enemy property until the American claims 
against the enemy were paid. Then a year later the Mixed Claims 
Commission was created after World War I in 1922 to pay American 
claims agains Germany. 

In 1948 after World War II, Congress took the same position and 
enacted the War Claims Act which took over the enemy property so 
to speak and provided that that would be paid to American claimants. 
In 1923, however, after World War I Congress came up with the Wins- 
low Act which provided for return to the enemies of up to $10,000 
of their vested properties. That is identically the provision of the 
administration bill today. Give back up to $10,000 and make no 
provision for the residue. Then if anyone thought that that would 
end the return situation, in 1928 Congress decided to give back 80 per- 
cent of the remaining residue to the enemy. 

And they decided that they would hold 20 percent of the residue to 
pay American claims. The situation is almost identical today. At the 





476 RETURN OF CONFISCATED PROPERTY 


first hearings before this committee a letter was read from the chief 
negotiator for the German property holders saying that S. 2227 was 
not satisfactory. It wasn’t a settlement of the situation. Certainly 
the other Germans we know would want to look to the United States 
to return all of the property. Then, in 1930, Mr. Chairman after 
World War I, it was found that the 20-percent residue which was 
held by our Government under the arrangements then made was not 
sufficient to pay the American claims so we entered into the debt 
refunding agreement arrangement with Germany whereby they were 
to pay the American claims over a period of 51% years. Germany 
made three payments and then defaulted. S. 2227 today provides the 
identical situation, that the American claimant in order to be paid 
has to look to German debt payments in order to get any of his 
money. 

Senator Jonnston. Let me ask vou a question then right along that 
line. Where was this corporation ‘located ? 

Mr. Merrican. The corporation in the United States, Mr. Chair- 
man. 

Senator Jonunston. I am speaking of the corporation you spoke of 
I believe you said it is in East Germany ? 

Mr. Merrican. I am not sure I can pronounce the name correctly. 
Johannestadt, I believe. 

Senator Jonmnston. What benefits did the United States get out of 
that corporation ? 

Mr. Merrican. Well, the purpose of that corporation was this, Mr. 
Chairman. They had a factory over there, manufacturing gloves and 
those gloves were imported by the American company into the United 
States and sold here. 

Senator Jounston. I realize that. But when the company was 
taken over did the United States get any benefit out of that cor- 
poration there. 

Mr. Merrican. When the corporation was taken over by whom? 

Senator Jounston. Wasn’t it taken over by the Russians? 

Mr. Merrican. It was taken over first by the Germans in 1939 or 
1940 and then after the war after the arrangements made at either 
Yalta or Potsdam where East Germany was served up it was taken— 
it is within that territory and we have received nothing for it. 

Senator Jounston. Should America be an insurer for the loss of 
something which she never did receive? 

Mr. Merrican. America is doing just 

Senator Jounston. That is what it would amount to, wouldn’t it? 

Mr. Merrican. America is going and doing just that today for 
foreign investments. They have a ‘guaranteed - program. The guar- 
antee is the investment program today or investments guarantee 
program. 

Senator Jonnsron. Where would we get the money to pay off this 
claim from what source? 

Mr. Merrican. That is what I am coming to. 

Senator Jonnston. That is what I want to know. 

Mr. Merriean. I told you that a 995 concerned us greatly because it 
a mean giving back to the Germans all of the vested enemies; 
S. 2207 concerns us greatly because it provides no payments to Ameri- 

cans except out of German debt payments. The record is not too good 
concerning Germany’ s type of adherence to that type of arrangement. 
I don’t mean to be critical but history so speaks. Our proposed 
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equitable solution to the entire situation would be this. The admin- 
istration testified at the first hearings before this committee that there 
was presently being held in Germany under Arm 4 of the February 
v7, 1953, agreement between Germany and United States approx- 
mately S200 million which are the proceeds of surplus property sold to 
Germany and for which Germany paid in deutschemarks, German 
money. We say that any returns which are to be made to the Germans 
today under S. 2227 up to $10,000 should be made in deutschemarks 
out of that fund which our Government has to spend in Germany 
anyway. 

If it is going to be more than $10,000 per German we have $200 
million over there which we have to spend for German economic 
betterment anyway. 

I say use those deutschemarks which our Government will be obli- 
gated to use over there anyhow to pay German claims. At the same 
time, Mr. Chairman, take over and hold, continue to hold the vested 
German properties in this country and more particularly certainly 
the $60 million in assets which could be liquidated and reduced to cash 
and make that the first installment on the payment of American 
claims. 

Senator Jounston. We have some of these claimants that are in 
America. They might not want deutschemarks. 

Mr. Merriean. I think the great majority of claimants-—-— 

Senator Jonnston. Those you are speaking of are over there in 
Germany. 

Mr. Merrican. That is correct. 

Senator JounstTon. Some of that money over there has already been 


used ae off war claims. What are you going to do about that? It 


is already used. How are you going to use it again? 

Mr. Merrican. I don’t think that has all been used. 

Senator JonNsron. Not all but some of it has. 

Mr. Merrican. If it has been used since the last hearings before this 
committee, it is unknown to me. But at the hearings before the com- 
mittee, the first hearings before this committee, they estimated $200 
million was available in deutschemarks in Germany. If S. 2227 which 
is the administration bill is to be enacted that would require $57,- 
500,000 of those $200 million. Our proposal is that that is all United 
States should pay back to the people in Germany and any balance to 
be made up should be made up Mr. Chairman, by the German and 
Japanese Covectantane because they are so obligated to do that now 
by the Bonn and Paris reparations agreements and by the peace 
treaty with Japan. I don’t think this can be construed by any means 
as a violation of the sanctity of property. In turn the Germans have 
not paid the Americans who lost their properties over there. If we 
are not going to be paid by the German and Japanese Governments 
for the properties ‘lon over there, why should not the German and 
Japanese Governments take up at least part of the burden as the 
United States will have to do in this situation too and pay part 
of the claims of their own nationals? Regarding the payment of 
American claims, Mr. Chairman, which was your original question, 
we say that the vested profits in this country today should be liqui- 
dated by the Department of Justice and the proceeds of those monies 
should be turned over to a German claims fund and those funds which 
are presently in our possession and which were taken over in 1948 
originally by the Congress by act of Congress, to pay these American 
claims should continue to be held to pay those claims. This is a 
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very difficult problem, Mr. Chairman. It is a question of either give 
back all the German property which is in the neighborhood I under- 

stand of $500 million and then pay all the American claims with 
$600 million or whatever it will take to pay the American claims or 
else you will have to come to some quid pro quo arrangements which 
is what we have tried to work out. We feel that a three-point ar- 
rangement. which would provide for the payment of the foreign 
claimants in their own currency and in the case of Japan, I might 
mention that the Japanese Government has affectuated with our Gov- 
ernment at least two that 1 know of transactions involving the sale 
of surplus agricultural commodities under Public Law 480 which 
would give enough yen to pay the Japanese claims off. 

Does the chairman have a copy of my statement there ¢ 

Senator Jounsron. I think the reporter has a copy. 

Mr. Merrican. It is a three-point program that we tried to work 
out with a great deal of thought and attention to the matter because 
we realized that the Congress is confronted with a situation here that 
is extremely difficult to “solve and we don’t think it can be solved 
in any way short of a tremendous tax burden on the American people, 
whether the tax burden be direct through an appropriation or whether 
it be indirect through taking over the repayment of debts from the 
Germans and instead of taking it out of the front door of the Treas- 
ury take it out of the side or the back door. 

We think that the committee is faced with just that problem, solv- 
ing this situation on some sort of a basis where the properties im this 
country are held, to pay the American claims and the German and 
Japanese claims are paid out of assets of the United States belonging 
to the United States but which are earmarked for use in those coun- 
tries anyway and rather than build some sort of an installation and 
pay expenses, this is a problem that seems to go to the very route of 
the situation between the two Governments. 

Senator Jounston. All one can say is here is a very delicate situa- 
tion we are facing in these war claims. 

Mr. Merrican. Extremely delicate. 

Senator Jounston. There is no question about it. 

Mr. Merrican. Extremely sa, sir. 

Thank you. 

Senator Jounson. We certainly thank you. 

(The document referred to is as follows :) 


STATEMENT OF Epwarp L. MERRIGAN, COUNSEL, ARIS GLOVES, INO. 


My name is Edward L. Merrigan. I am a member of the bars of Louisiana, 
New York, the District of Columbia, the Supreme Court of the United States 
and other Federal jurisdictions. I represent Aris Gloves, Inc., of New York and 
California, and Aris Gloves Co., Inc., of Nevada. These corporations, owned 
100 percent by native-born American stockholders, commencing in 1921 and 
through the outbreak of World War II, invested $1 million in factories and 
tanneries in East Germany and Czechoslovakia, the latter plant being just 
across the border from Germany. 

Commencing with the outbreak of hostilities in World War II, the Nazi gov- 
ernment of Germany began to interfere with the operation of my clients’ busi- 
nesses and properties, and finally same were taken over entirely by the Germans. 
Machinery was ripped out of the factories and carried off, and the properties 
themselves confiscated by the Nazis. Neither property, nor any compensation 
therefor, has been recovered by the American owners. The property in East 
Germany was taken over after World War II by the Communist regime. Infor- 
mation received here indicates that uranium was discovered on the property, and 
accordingly the Communists have converted same into a mining development. 
In Czechoslovakia, the other property, although “liberated” for a short period 
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ifter the war (but not recovered by our clients), was soon swallowed up by the 
Communist inundation of Czechoslovakia, and same has since been nationalized by 
rhe Communist government. 

Thus, by reason of the unlawful, predatory seizure or taking of these American 
properties by the German Government during World War II, our clients in the 
United States have lost conservatively approximately $1 million, no part of 
which has been recovered. Needless to say, there is little or no present prospect 
for relief from Bonn or East Germany or Czechoslovakia. These losses have so 
seriously hampered our clients’ business in this country that they have approached 
the Small Business Administration for some sort of cooperation or assistance, 
but so far nothing has been forthcoming. 

With this background, I have come before the committee to testify. 


WILL HISTORY REPEAT ITSELF AND DEFEAT THE WORLD WAR II AMERICAN CLAIM? 


The problems confronting this committee are not new. There is a history— 
a serdid history insofar as American claims against Germany are concerned. 
We ask the committee carefully and courageously to follow the advice of that 
heloved American, Al Smith, whose motto was: “Let's look at the record.” And, 
in the case of the legislation before the committee, a look at the record and a 
comparison of the pertinent events of the periods following World Wars I and II 
should quickly convince any reasonable person that 8. 995 and 8S, 2227. in its 
present form, are challenging history to repeat its deplorable treatment of Ameri- 
can claimants against Germany. This is how the comparative picture unfolds: 


POST-WORLD WAR I POST-WORLD WAR II 


1918. The war ends. 

1921. Congress, by Knox-Porter reso- 
ution, directs vested enemy property be 
held to pay American claims. This 
policy included in Treaty of Berlin. 


1922. Mixed Claims Commission 
created to adjudicate American claims 
against Germany. No funds provided 
for payment of claims. 

1923. Congress passes Winslow Act, 
directing vested property returns up to 
$10,000. No provision made for residue 
of enemy property, or for American 
claims. 

1928. Congress returns 80 percent cf 
vested residue to Germany. Remaining 
20 percent held to pay American claims. 


1930. America finds that small 
amount of assets not returned insuffi- 
cient to pay American claims. So, 
under debt refunding agreement, Ger- 
many agrees to pay American claims in 
installments over the next 51% years. 


1932. After making three _install- 
ments, Germany defaults in debt pay- 
ments. No further moneys available 
to pay American claims. 

1934. Congress, too late, tries to stop 
any further vested asset returns to 
Germany. 

1953. Germany agrees to recommence 
payments on World War I debt, install- 
ments to run to 1979. 

1955. American Mixed Claims 
awards totaling $98 million still unpaid. 
Claims of United States Government 
totaling $145 million still unpaid, for 
a grand total of $243 million, including 
interest. 


145. The war ends 

1948. Congress, by War Claims Act, 
directs enemy property be held to pay 
American claims. This policy included 
in Japanese Peace Treaty and Bonn 
Convention, 1952. 

1955. (a) S. 2227 proposes Claims 
Commission to adjudicate American 
claims against Germany. No existing 
funds provided for payment of claims. 

(b) S. 2227 directs returns up to 
$10,000. No provision made for residue 
of enemy property. 


(c) Mr. Abs, Germany's chief nego- 
tiator, says S. 2227 “only first step”; 
with patience, full residue should be 
returned. 

Congress seriously considers S. 995. 

(d) Administration estimates Amer- 
ican claims at $300 million, but provides 
only $100 million insufficient contingent 
claims fund. 

Fund again to be made up entirely 
of German dept. payments to United 
States. 

195—. Will history repeat itself? 


19—. Will history repeat itself? 


19—or 20 Will history be allowed 
to repeat itself? 
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The foregoing outline graphically sets forth a “lesson of the past,’ whereby 
the former German nationals of World War I recouped almost 100 percent of 
their losses within 10 years after the war, while American claimants are stil) 
waiting, 37 years later, for payment of awards which were fully adjudicated in 
the 1920’s, and have been moneys owing since 1918 or earlier. Under the existing 
World War I arrangements, and assuming Germany does not default on its 
1953 agreement, the American class 3 claimant of World War I who can survive 
to 1979 (G1 years after the war) will receive the final payment of his award. 

But even more disturbing is the fact that we seemingly are trying very hard 
to follow the identical path in the period after World War II. In 1948, Congress 
was on the right road when it decided to hold the vested assets until the American 
claims were paid. The executive branch followed suit, and the same rule was 
established in the Japanese Peace Treaty and the Bonn Convention. 

But now, S. 995, with a surprising amount of vehement support in the Con- 
gress, and with tremendous pressure from the vast foreign corporations which 
sustained Hitler’s war effort, urges and directs that the last-mentioned policies 
be shelved, with a 100 percent return, windfalls and all, to the former enemy 
owners. This, mind you, without one single provision or protection for the 
American claimants of World War IT. 

Regarding S. 2227, albeit it has the salutory purpose of seeking to return to 
the German “rank and file” or “man on the street” his small bank account, or 
life insurance proceeds, or inheritance, nevertheless goes on to make the re- 
markable suggestion that the American claimants should again look solely to 
German debt payments to the United States for the funds necessary to pay only 
one-third of the amount of claims admittedly outstanding. This, if you please, 
in the face of a history or record that shows Germany defaulting, after only 
three semiannual installments, on its post World War I promise to pay the 
American claims of that war over a period of 5114 years. 


PROPOSED EQUITABLE SOLUTIONS 


After much thought and study, we have concluded that the problems con- 
fronting the committee, difficult as they are, can be solved. They can be solved 
equitably to the Germans and Japanese. They can be solved satisfactorily to 
the Department of State, and to the Justice Department. Certainly of equal 
importance to our Congress, they can be solved fairly, and with a great measure 
of protection, to the American claimants. Finally, they can be solved without 
harnessing the American taxpayer with the unthinkable burdens proposed by 
counsel for some of the huge foreign corporations, who testified earlier in these 
proceedings. This solution, consisting of three points, is as follows: 


Point I 


Enact into law the policy of returning to the Germans and Japanese, indi- 
viduals and corporations alike, amounts in foreign currencies up to $10,000 each. 
These payments would be made by the United States: 

(a) To the Germans, in Deutschemarks, out of currencies available under 
article IV of the February 27, 1953, agreement between Germany and the 
United States (settlement for surplus property). The administration esti- 
mates $200 million is available in marks in this fund, while only about 


a—— = 


$57,500,000 is estimated to be required for returns under this limited pro- 
gram } 

(b) To the Japanese, in yen, available from the sale to Japan of surplus 
agricultural commodities. 

Argument.—Secretary Dulles told this committee in 1954 that “the maximum 
amount of good will would be obtained if there could be * * * a total return up 
to some figure such as $10,000." Colonel Townsend testified that Justice would 
be hichly in favor of this program because it would eliminate 92 percent of the 
vested accounts, with an expenditure of only 12 percent or less of the dollar 
volume of the total vested assets. Thus, the return of small bank accounts, 
inheritances, or life insurance proceeds, which would achieve almost full return 
to 92 percent of the persons whose properties were vested, should be accom- 
plished for the benefit of (a) foreign relations, and (6) ridding the Government 
of 92 nercent of the huge administrative task involved in the vested property 
program. 

The reason for the suggested returns in Foreign currencies will become clear 
under points II and IIT hereinbelow: 
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Point Il 


Germany and Japan will remain fully and finally responsibe to compensate 
their nationals for vested property not returned under point I. 

Under the Bonn Convention of 1952, Germany has already agreed to com- 
pensate its own nationals for their loss of property through vesting action of 
the Allied Powers. The Japanese Peace Treaty expressly recognized America’s 
right to retain the vested assets of Japanese nationals. Hence, these two former 
enemies, under this point, would continue to be fully and finally responsible for 
the compensation of their own nationals for properties not returned under 
point I above. 

Certainly, there is nothing unfair about this proposal, since no matter how 
this problem is settled, the United States itself most certainly will also be 
called upon to pay, in part at least, the losses of its own United States nationals 
sustained in Germany. Thus, on the time-tested basis of equa! justice to all, no 
former enemy nation can complain because it is asked to do precisely what this 
country will have to do itself. Nor, by so doing, are we urging that the United 
States unilaterally violate the sanctity of private property. Germany and Japan 
have not made whole the Americans who lost their private properties in those 
countries, or in the countries those two nations invaded and enslaved. Conse- 
quently, the United States is going to have to undertake, in part at least, to com 
pensate its own nationals for these losses of private property. ©n what theory 
can it seriously be urged that those nations which brutally caused all of the 
losses, should not be required to do at least as much for their own people? 

If the United States desires. for diplomatic reasons, to go further and assist 
Germany and/or Japan in the financing of their compensation programs, some- 
thing might be worked out through the sale of surplus agricultural commodities 
under Public Law 480 of 1954. In such event, a congressional resolution to this 
effect would be sufficient, and the Executive could negotiate the details, which 
would result in a final, early settlement of all foreign claims. 


Point IIT 


Provide for the immediate establishment of a German claims fund to pay 
American claims, such fund to consist of the aggregate of the following: 
(a) $57,500,000, the dollar proceeds of the vested assets, return of which 
in foreign currencies, is provided in point I; 


plus 


(b) The dollar proceeds of the residue of vested assets, being the assets 
remaining in the possession of the Office of Alien Property after transfer of 
the $57,500,000 under (a) above, less the value of debt and title claims, 
sustained by OAP or the courts; 


plus 


(c) Any additional monies required to pay American claims in full, to be 
derived from payments received by the United States from Germany under 
article I of the February 27, 1953, agreement (settlement for postwar eco- 
nomic assistance, other than surplus property). 

Argument.—When the Germans and Japanese are paid in foreign currencies 
under point I, there would remain in the OAP the dollar proceeds of the 
$57,500,000 worth of property, for which compensation has been paid. In order 
to provide at least some initial security and protection to American claimants, 
who should not be asked again to look solely to German debt payments for com- 
pensation, this $57,500,000 would be immediately available for transfer to the 
German claims fund. 

There would remain in OAP, after transfer of said $57,500,000, a residue of 
vested assets consisting of General Aniline & Film Corp. and many other large 
foreign corporation securities, funds or property. These assets might total as 
much as $200 million, less the value of any debt or title claims allowed by OAP 
or the courts. This residue, when liquidated, should be covered into the Ger 
man claims fund forthwith, in order to afford additional, concrete security to 
the American claimants who, as a class, were so badly “pushed around” after 
World War I. 

Finally, assuming the last-mentioned residue does not become available within 
a reasonable period of time (5 years) because of court actions, adverse legal de- 
cisions, etc., then, the balance of funds required to pay the American claims in 
full would be taken out of any payments Germany has already made or will 
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make, under article I of the February 27, 1953, agreement. In such event 
moneys thereafter derived by the United States from the liquidation of the 
aforementioned residue of vested assets, would be covered into the Treasury 
to reimburse the United States for moneys necessarily expended from the Ger- 
man debt payments. 


SPECIFIC SUGGESTIONS REGARDING TECHNICAL PROVISIONS OF 8. 2227 


1. Regarding section 203 (a), page 22: In order to clarify that regular invest- 
ment losses are directly within the purview of the bill, as distinguished from 
bombing damage or military destruction, the second “of” in line 23, page 22, 
should be deleted, and the following words inserted after the word “or” in 
said line: “loss, damage, or destruction of property so located during said period 
of time by reason of confiscation, vesting, expropriation or other taking thereof 
by means of restrictions, regulations, assumptions of operation or control or 
ether © * *.” 

2. Regarding section 203 (c), pages 23, 24: Insurance companies accept pre- 
miums, which are suposed fully to compensate them for the risks they always 
contemplate and undertake. Why then should “net losses” of these companies, 
arising out of the very risks they undertook in return for the payment of pre- 
miums, be compensated out of a fund consisting largely of moneys provided by 
the United States itself? 

In any event, if insurance companies are to be compensated from this Fund, 
then Congress should make it unmistakably clear that the ‘net loss” contem- 
plated for payment is not a “net loss” on any one sinking or insurance policy, 
but rather a “set loss” realized by the company after deducting all premiums 
received by the company from all sources on all policies during the war from the 
total of payments made by the company for losses of ships or ship cargoes. 

3. Regarding section 203 (e), pages 25, 26: It is not clear to us why claims 
for ‘“‘reparations losses” should be paid out of the German fund. If the claimant 
has any right or claim against Russia or any other country involved, either for 
restitution or compensation, why should payment be made from the German 
fund? 

4. Regarding section 211, pages 30, 31: The priority system for payment of 
awards is unfair, and always penalizes the “biggest loser” and the American who 
made a substantial private investment abroad. All awards found to be valid 
and payable by the Commission should receive (a) an initial payment of $1,000 
each or less if the award is under that amount, and then (Db) all claimants should 
share pro rata the remaining funds. No preference should be given to any par- 
ticular class of claimants at this late date after the war. 

Certainly, the payment procedure of Public Law 455, 81st Congress, is far more 
equitable than that of S. 2227, and if the above procedure cannot be adopted, 
the procedure of Public Law 455 should be included in S. 2227 


5. Regarding section 205, page 27: The definition of ‘“‘claimant”’ is too broad. 
Clearly, the Congress should be seeking to protect those Americans who were 
nationals of this country prior to or at the outbreak of the war. Certainly, the 
fund should not be opened to Germans, Japanese, etc., who migrated to this 
country to escape the war. Thus in line 5, page 27, the following words should 
be inserted after the word “on”: “September 1, 1939, and on.” 

6. Section 219, page 34: This section provides that the Commission shall com- 
plete its affairs under the act within 5 years. Experience under the Yugoslav 
claims fund showed that on the very last day of its existence under the law the 
Commission handed down numerous important awards or decisions which could 
not be reviewed or reheard by the Commission because its jurisdiction expired 
almost immediately after rendition of the awards. In many cases, mistakes or 
errors of substance were made in this “rush for the finish line” by the Com- 
mission, and although Chairman Gilillard wanted to correct some of these, or 
grant rehearings, he was without authority to do so. This is particularly se- 
rious because under section 213 of the present act, the Commission’s action on 
each claim is final, not open to review. 

Thus, we propose that section 219 provide that the Commission shall complete, 
render, and distribute all of its awards prior to the expiration of the ninth 
month of its fourth year under the act, except, that the Commission shall have 
the right and power during the remaining 3 months to correct, reconsider, re- 
view, and change any awards theretofore made. 
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CON CLUSION 


At the earlier hearings before this committee, a United States Senator and 
several counsel for large foreign corporations appeared and urged that all of 
the vested assets be returned to the Germans and Japanese in order to promote 
and increase American confidence in private investment abroad. As counsel to 
Americans who invested and lost $1 million in foreign factories and properties, I 
eannot fathom the basic reasoning underlying these arguments. But, | can as- 
sure the committee that, on the basis of the post-World War | performance, any- 
thing short of a bona fide, solid, fair program, providing security and full, early 
payment to the American investors who invested abroad and lost in World 
War II, will be a tremendously damaging blow to the promotion of confident 
American investment in the future. 

Somehow, we feel certain with all of the foregoing in mind, the traditional 
American system of fairness and justice will triumph in this matter, and acceord- 
ingly, a dynamic, positive program, just and satisfactory to all, will emerge with 
this outstanding committee, to be enacted into law by the Congress of the United 
States. 


Senator Jounsron. Mr. Surrey? 


STATEMENT OF WALTER STERLING SURREY 


Mr. Surrey. Mr. Chairman ? 

Senator Jonnston. Please identify yourself for the record. 

Mr. Surrey. My name is Walter S. Surrey, of Surrey, Karasik, 
Gould & Gefron, Washington, D. C. I have a pre pared statement 
which, with your permission, I would like to summarize briefly. 

Senator Jounston. You may proceed. 

Mr. Surrey. I appear here on behalf of Dr. Walter H. Duisberg, an 
American citizen in support of 8. 995. Equally we would support any 
other bill which would provide that the United States Government is 
not to reject any claim for return of vested property by an American 
citizen without giving the claimant a hearing on the merits of the 
case. The facts in the Duisberg case can be summarized briefly. In 
1938 and 1939 an American citizen, Duisberg, purchased out of his 
own funds and in his own name stock in General Dyestuff Corp. 

These purchases gave him 23 percent of the total outstanding shares. 
The corporation stock was vested in June of 1942. In May 1943 Dr. 
Duisberg filed a notice of claim with the then Office of Alien Prop- 
erty Custodian. He also under the separate remedy afforded him 
under section 9 (a), of the Trading With the Enemy Act, filed a com- 
plaint in the United States District Court for the District of New 
Jersey. 

This case on motion of the Government, was suddenly brought on 
for trial 6 months earlier than normally would have taken place. 

This sudden advancement of the trial date, the broad issues raised 
by the Government, the Government’s demands on Dr. Druisberg’s own 
files, among other reasons, resulted in Dr, Duisberg’s attorney having 
to advise the court that he was unprepared to proceed and would 
not do so unless ordered to by the court and his own client, Dr. 
Duisberg. 

During the previous hearings on motions in this case the Gov- 
ernment had advised the court that Dr. Duisberg had other remedies, 
namely an administrative remedy and also a remedy im the Court of 
Claims. In these circumstances Dr. Druisberg had no choice. He had 
to give up going to trial. 
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He appealed to the circuit court, lost, filed a petition before the 
Supreme Court. Following the Government’s advice he initiated 
then an action in the Court of Claims. After initiating this action the 
Supreme Court held in a comparable case that the Court of Claims 
did not have jurisdiction. 

He tried again in the Court of Appeals on a motion for relief 
without success. During these proceedings again the Government 
had advised the court that Dr. Druisberg had an administrative remedy 
before the Alien Property Custodian. Then 9 years later under the 
claim he had filed before the Alien Property Custodian, the Claims 
Branch of the Office of Alien Property Custodian moved to dismiss the 
claim on the grounds of res judicata on the grounds that the dismissal 
with prejudice in the court’s action under the unusual circumstances 
cited above, Dr. Druisberg was prevented from ever having a chance 
to present his claim. A hearing examiner ordered such dismissal and 
in March 23 of this year this action was confirmed by the Assistant 
Attorney General and Director of the Office of Alien Property. 

The prepared statement I have submitted goes into the legal issues 
and I will only say that in our opinion the position of the Office of 
Alien Property is legal nonsense—the plea of res judicata is not avail- 
able. But even if it were available, it could be waived. 

Witness has a right to do it. It is not valid for the United States 
Government to seize the property of one of its citizens, use every tech- 
nical defense, hold out every promise, violate those promises and pre- 
vent an American citizen from ever having a hearing on the merits of 
his case. 

To summarize in this case a hearing on the merits has never been 
had. While the Government has held out the promise of an adminis- 
trative hearing, it denies that now, it denies to grant an administrative 
hearing. Dr. Duisberg, an American citizen at the time he brought 
the property and ever since has had his property taken from him and 
«serious implication as to his loyalty to this country has been raised. 

In these circumstances the only remedy really available is that of 
congressional action and we hope the Congress will recognize Dr. 
Duisberg’s claim for return of money in lieu of the property can be 
given at this time,. 

Thank you. 

Senator Jounston. We thank you. 

And your full text will be part of the record. 

(The document referred to is as follows :) 


STATEMENT OF WALTER STERLING SURREY (SuRREY, KArAstK, Gounp & EFRON, 
WASHINGTON, D. C.) 


I am here today in support of S. 995 or any other bill which achieves its 
objectives or any bill which will provide that the Attorney General, as successor 
to the Alien Property Custodian, is not to reject any claim for return of vested 
property by an American citizen without giving the claimant a hearing on the 
merits of his case. My support here of such bills is directly related to the right 
of an American citizen to receive a hearing on the merits of his claim for the 
taking of his property. No such claim should be rejected without a hearing on its 
merits, and yet this has been done. I relate here the example furnished by the 
claim of Dr. Walter H. Duisberg, an American citizen, for the return of. the 
value of 1,975 shares of the capital stock of General Dyestuff Corp. 

The Dr. Duisberg case is really a cause celebre. It represents bad administra- 
tion at its worst; it reflects unfair and unconstitutional action against an 
American citizen, in failing up to this time to provide an American citizen with 
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even the right to be heard on the merits in hs seekng the return of his property 
seized by the Government of the United States. 

Let me briefly outline the facts and then the un-American history of how the 
Office of Alien Property has dealt unjustly, unfairly and even cruelly with this 
case. 

The basic facts are simple. During the years 1988 and 1980, Dr. Duisberg 
(who at that time was, and ever since has been an American citizen), purchased 
out of his own funds and in his own name, stock in the General Dyestuff Corp. 
Three or four years later, in June of 1942, the Alien Property Custodian vested 
all of the stock of General Dvyestuff, including those shares owned by Dr. 
Duisberg, as well as all other shares which were also owned by American citizens. 
At the time, the vesting of all stock in General Dyestuff was apparently justified 
in the opinion of the Department of Justice on the ground of the importance of 
General Dyestuff and its relationship to General Aniline & Film Corp. 

Dr. Duisberg filed a notice of claim with the Office of Alien Property Cus- 
todian on May 31, 1948. Also, pursuant to section 9 (a) of the Trading With 
the Enemy Act, as amended, which gave him an independent remedy, Dr. Duis- 
berg filed a complaint in the United State District Court for the District of New 
Jersey, on June 3, 1943. The basis of both actions was that Dr. Duisberg was 
an American citizen and resident and the unqualified and sole owner of the 
shares in question. 

The Alien Property Custodian, on March 18, 1944, filed his answer in the 
district court. Subsequently, in a brief submitted to the district court, with 
Judge Fake sitting, in support of a motion to dismiss for want of jurisdiction 
and for failure to state a cause of action, the Custodian said: 

“Plaintiff (Dr. Duisberg) has an adequate remedy for compensation in the 
Court of Claims. 

“Besides the Administrative remedy authorized by the act and provided by 
the Custodian, the plaintiff has a plain and adequate remedy for compensation 
in the Court of Claims. * * * Consequently, if the plaintiff qualifies as a person, 
who, though a ‘national’ within the meaning of the statute, is entitled to compen- 
sation for the acts complained of, there are adequate udininistrative and judicial 
remedies available by which to recover that compensation.” 

Judge Fake did not grant the motion to dismiss. 

On June 9, 1944, on the ex parte motion of the Government, the district court 
entered an order “fixing peremptorily date of trial’ for June 21, 1944. The 
matter was heard by Judge Lederle, who was specially brought in to hear the 
case oin order to expedite its consideration. The case normally would not have 
come to trial for some 6 months. Apparently, however, the then Custodian was 
anxious to dispose of the case quickly, the grounds of which were never and are 
not clear to us. While the Custodian claimed that the pending Duisberg litiga- 
tion interfered with the orderly administration of the corporation, Dr. Duisberg’s 
attorney offered to stipulate that the stock could be treated by the Cusodian in 
such manner as he desired, with Dr. Duisberg to receive the proceeds of a sale 
of the stock if such took place. In any event, the Custodian seemed to believe 
that time was of the essence. That time was not of the essence is revealed by 
the fact that there was no settlement on the Halbach or St. George shares or 
any other shares, and in any event Dr. Duisberg was a minority shareholder, 
possessing only 23 percent of the total shares outstanding. And it is to be 
noted that the corporate status of General Dyestuff was not altered until 1954. 

The unusual advancement of the date of trial placed Dr. Duisberg and his 
counsel in a most difficult, indeed untenable, position. 

Counsel for Dr. Duisberg filed an affidavit which stated on his oath as an 
attorney and officer of the court that he had been unable adequately to prepare 
for trial at that date. Counsel had quite properly operated on the basis that 
he had proof that Dr. Duisberg had bought the shares out of his own money, 
that he had bought them for his own account, that they were held by Dr. Duisherg 
in his own name and for his own benefit, and that the only issues at the trial 
would be if these were the facts. In his affidavit, counsel for Dr. Druisberg, 
however, revealed that the situation was quite different from what he had the 
right to expect, that the case, because of the unexpected contentions of the 
Government, would involve complicated corporate activities of many corpora- 

tions, covering 20 years. He pointed out: 

First, the case normally would not have been reached on the trial calendar for 
some 6 months, but that the Government was anxious to rush the case. 

Second, that only on June 9, 1944 (the date of the entry of the ex parte order), 
had he been served with a bill of particulars by defendant Custodian ; 
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Third, that the issues raised in the bill of particulars were so broad as to 
require counsel for Dr. Duisberg to familiarize himself with the records cover 
ing 20 years of correspondence and records of over 20 American and foreign 
corporations and individuals, a task which had not been anticipated; 

Fourth, that the then Custodian’s own demands on the files, papers, and 
records of Dr. Duisberg had been so extensive and lasted until so recently that 
Government attorneys, secretaries, and translators had been in Dr. Duisberg’s 
counsel's office until June 18, 1944, and thereby in effect they had denied access 
to counsel and Dr. Duisberg of Dr. Duisberg’s own files and records; 

Fifth, counsel for Dr. Duisberg had been engaged in time-consuming public 
duties. 

Counsel for Dr. Duisberg, a reputable and honored member of the bar, there 
fore stated that, “I * * * disclaim responsibility for inadequacies in any record 
made as a result of being forced to trial before being ready to proceed with 
sufety. I will undertake to proceed on June 21, 1944, with the trial of this 
case only upon instruction by this court, and by the plaintiff, and upon the under- 
standing that they assume responsibility for such prejudice to the plaintiff as 
may occur because of his being required to proceed prematurely.” 

In considering what to do, it is clear that Dr, Duisberg took into account that 
the Government had in its brief in support of its previous motion to dismiss, 
which had been denied, stated that he had an adequate remedy in the Court of 
Claims and an adequate administrative remedy. I do not question either the 
judgment or the objectives of the then Custodian in forcing Dr. Duisberg into 
the untenable position of having to decide whether to proceed to trial in these 
circumstances. I only suggest that at this date the Government of the United 
States might well remember the “whys” of the war period, and take note that 
harsh wartime motives and resultings actions, then deemed necessary, can now 
be reviewed, with primary concern being paid to the constitutional rights of an 
American citizen. 

Dr. Duisberg had no choice—he was in effect without counsel at the initiation 
of a complicated trial, one that not only involved his principal assets, but also 
his reputation. What he had been led to believe would be a simple trial had 
now assumed the terrifying prospect of dealing with 20 years of complicated, 
corporate relationships, agreements, and correspondence. He, in effect, had no 
choice but to give up going to immediate trial to obtain a hearing on the merits, 
and to appeal any decision requiring him to do so. In any event, he had in mind 
the other channels available to him—clearly available to him because the Gov- 
ernment itself had said they were available. 

Accordingly, on June 22, 1944, Judge Lederle issued an order dismissing the 
complaint with prejudice. His dismissal recited that plaintiff, Dr. Duisberg, 
was not ready and had moved for dismissal without prejudice, that counsel for 
the defendant had answered ready and had moved for dismissal with prejudice 
for failure to prosecute. The complaint was accordingly dismissed with 
prejudice. 

Appeal was thereupon taken to the Circuit Court of Appeals for the Third 
Circuit and argued on May 14, 1945. In affirming the decision of the district 
court, the circuit court said that the issue was a matter which was within the 
discretion of the lower court. 

In the argument before the circuit court, counsel for the Custodian, in reply 
to a question from the bench, stated according to an affidavit of other counsel, 
not denied by Government counsel, that if the court affirmed the lower court 
decision, Dr. Duisberg would still have two remedies left—a suit under the 
Tucker Act in the Court of Claims and an administrative hearing. A petition 
for certiorari was filed by Dr. Duisberg in the Supreme Court, which was denied. 

Dr. Duisberg then, in effect following the advice of the Government, initiated 
action in the Court of Claims. Before a hearing could be had, however, the 
Supreme Court held that the remedies provided by the Trading With the Enemy 
Act were exclusive and that the Court of Claims did not have jurisdiction in 
such matters. Dr. Duisberg’s petition in the Court of Claims was, therefore, 
dismissed on the ground of lack of jurisdiction and certiorari was denied. Dr. 
Duisberg then filed in the United States Court of Appeals for the Third Cir- 
cuit a motion for relief from judgment which, by order of February 24, 1951, was 
denied. 

Dr. Duisberg, thus, through no fault of the then Custodian, but solely as a 
result of a Supreme Court decision, had taken away from him one remedy that 
the Government had stated was available to him for a hearing on the merits— 
namely, a suit in the Court of Claims. At this point his only legal course for a 
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hearing on the merits was an administrative remedy--a hearing before the 
Office of Alien Property—the second forum the Custodian had said was available 
to Dr. Druisberg, and concerning which he had filed a claim. 

And now we come to the bitter injustice of this case. On October 16, 1952, 
more than 9 years after the filing of his claim before the Office of Alien Property, 
the Claims Branch of that Office moved to dismiss Dr. Duisberg’s claim on the 
ground of res judicata. After the submission of briefs by both parties, a hearing 
examiner of the Office of Alien Property, on October 7, 1953, ordered a dismissal 
of the claim without a hearing on the merits. His decision was squarely based 
on the grounds of res judicata advanced by the Claims Division. Dr. Duisberg’s 
attorneys petitioned the Assistant Attorney General and Director of the Office 
of Alien Property for review of this order, but, after submission of briefs by 
both sides, the petition was denied on March 23, 1956. Dr. Duisberg’s attorneys, 
on April 18, 1956, addressed a letter to the Attorney General asking him to 
direct review of the Director's order, and on review, directing that Dr. Duisberg 
be accorded a full hearing on the merits of his claim. Otherwise that decision 
will become final unless the Attorney General directs review thereof within 60 
days after the decision. To date there has been no response from the Attorney 
General. 

Throughout this period of almost 4 years since the Claims Division has moved 
to dismiss the claim, the position of that Division-——-which, since the decision 
denying review, is apparently the position of the Office—has been completely 
immutable in expressing and defending an altogether extraordinary posture of 
the United States vis-a-vis one of its citizens. The Claims Division of the Office 
of Alien Property stands for the proposition that where the United States has 
taken the property of one of its citizens, without compensation, and where an 
agency of the United States has full power to determine whether the taking 
was lawful, it will not permit that citizen to be heard, where he has no access 
to any other forum, and where the agency can take advantage of a technical bar 
to that hearing—a bar which it could waive were it to appear in court. But in 
reaching his decision, the Assistant Attorney General even goes so far as to 
state that: “Assuming I have the power to do so, I see no reason for exercising 
it in this claim.” And this statement is made despite the fact that the other 
stockholders—including majority stockholders—of the same corporation received 
settlements without even having to go through a hearing on the merits. sur 
here a minority stockholder, obviously without the power of controk over the 
corporation as were some of those who received a settlement, cannot even obtain 
a hearing on the merits. 

Let me review the law, and make plain what our position is. We do not 
maintain that the Office of Alien Property is an any way responsible for the 
decision of the Supreme Court ruling out the availability of the remedy in the 
Court of Claims. We do maintain that the Office of Alien Property is prevented 
from ruling that Dr. Duisberg cannot have a hearing on the merits in that office 
itself in order to determine whether the property claimed by him should be 
returned to him as former owner. 

Let us remember the position in which Dr. Duisberg finds himself: 

Dr. Duisberg, an American citizen, has had his property taken from him. 

Dr. Duisberg, an American citizen, has never had a hearing on the merits 
to determine whether that taking was proper. 

Dr, Duisberg, an American citizen, was led to believe by the Government that 
the Office of Alien Property would grant him a hearing on the merits in orde: 
that for the first time he could present his case (fully justified in his and in ow 
opinion) for return of the property, or as he so desires now, the equivalent 
in money. 

Dr. Duisberg, an American citizen, is being dealt with by the Office of Alien 
Property, as a person lacking the benefit of the protection of the United 
States Constitution. And this involves the personnel representing the Custodian 
who sits not as an antagonist but as a judge, a judge who must exercise his 
powers and functions in order to assure that justice is done, that Constitutiona 
rights are preserved. 

Let us eXamine into the legal nonsense that has been proposed by the Claims 
Branch of the Office of Alien Property. The Claims Branch is claiming that a 
dismissal with prejudice where there in fact has been no hearing on the merits 
is an adjudication on the merits. The reason for the complete fallacy of this 
should be known by the committee. 


77583—56——_32 
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First, the action of the Claims Branch of the Office of Alien Property relying 
on the principle of res judicata is wrong, 100 percent wrong, under the Trading 
With the Enemy Act itself. The Congress did not pass the Trading With the 
Enemy Act to achieve injustices. The Congress provided two remedies for a 
person whose property was taken, (1) a court remedy, and (2) an administra- 
tive remedy. The effect of these provisions of the Trading With the Enemy 
Act is that where a suit has been instituted and carried to completion by a 
judgment, a separate administrative remedy is still available. Thus, in the 
case of Brassert vy. Clark, the Second Circuit stated that the claimant has a right 
to both a hearing before the Office of Alien Property and a de novo trial of 
the same issue before a district court. It is quite true that the Brassert case 
dealt with the usual situation of an administrative remedy first and a court 
proceeding second. But apparently what the Claims Branch of the Office of 
Alien Property must be contending is that where the court proceeding is first 
and the administrative hearing is second, then the two remedies are not equally 
available to a claimant. Nowhere in the law can one find any support for the 
contention that a claimant must seek the administrative remedy first and then 
he can pursue the judicial remedy, but if he reverses the procedure then there 
is only one remedy available. The Office of Alien Property controls the timing 
and scheduling of hearings on claims before it. It could, if this ridiculous theory 
he true, wait and wait until sheer desperation forced a claimant to court, and 
then, perhaps with feigned regrets say it is too bad but you have lost your 
administrative remedy. Nonsense. 

It is clear that the plea of res judicata is not available where one party has 
waived it ina prior proceeding. The rule of res judicata is designed to prevent a 
party from being unduly vexed by constantly being brought before a court on the 
same issue. It is not a rule designed to permit a party to mislead either a court 
or another party by stating that a hearing on the merits will be available and 
then subsequently to rely on the result of that misleading conduct as a defense 
to a hearing on the merits. That out-Alices “Alice in Wonderland.” 

Moreover, it must be repeated, the Custodian sits in this matter in a semijudi- 
cial capacity. For the Claims Branch, in these circumstances, to assert the claim 
of res judicata in the face of direct assertions and representations made by the 
representative of the Custodian arguing for dismissal of the district court action 
is indeed intolerable. The assertions made by the representatives of the Cus- 
todian waive the ability of the Custodian to relay on the doctrine of res judicata 
in the subsequent proceedings. The case law of our country is replete with firm 
decisions that the doctrine of res judicata can be waived and that where it is 
waived, it cannot be relied upon as a defense. 

But there is even something more basic to the instant case. Res judicata 
is a rule of convenience, a rule designed to prevent the harrassment of defendants 
and overburdening of courts. It is not a rule designed to achieve substantial 
injustice, and, more important, it is not a rule in which it is designed to permit 
the United States Government to seek refuge against the background of the facts 
of this case to deny a constitutional right to Dr. Duisberg. 

It is important for the Office of Alien Property to bear in mind exactly what a 
dismissal with prejudice really means in the instant case. Apparently they do 
not wish to bear this in mind, let alone understand it. But I am certain that 
this committee will clearly understand what this is about. A dismissal with 
prejudice is conclusive on the issues in the case in the proceeding in which 
the dismissal is rendered. Like a judgment on the merits, it prevents a litigant 
twice coming before the same court with the same cause of action. But such 
a dismissal clearly is not to be taken to mean that a judge who has in fact not 
heard the evidence, did hear the evidence. It does not mean that a dismissal 
which is designed to prevent relitigation of the same cause in the same court 
is a decision which has in fact been taken on the merits. The facts here are 
not disputed. It is clearly known that there never was a hearing on the merits in- 
volving the taking of Dr. Duisberg’s property. For the Office of Alien Property 
to rely on this legal device, this legal fiction, which is clearly a fiction to serve 
a good purpose in other types of situations, is unworthy of the United States 
yovernment. The whole history of this case, and the present action of the 
Claims Branch, as affirmed by the Director, makes one wonder why the Office of 
Alien Property appears so anxious not to hear the evidence. 

In actual fact, a counsel for Dr. Duisberg spoke in late February of 1955 to 
the very judge—Judge Arthur F. Lederle—who issued the order of dismissal 
here in question. On the basis of that conversation, the counsel for Dr. Duisberg 
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ng filed an affidavit in which he quoted, with authorization, Judge Lederle as 
ne follows: 
he “TI would construe the judgment entered on June 22, 1944, as a final determina 
a tion of the court action. I would, likewise, construe the reference to evidence in 
a- the judgment to refer solely to the evidence submitted to support the plaintiffs 
n) request for an adjournment and not with reference to the merits of the plaintiff's 
a claim.” ‘ 
he There is Something more to be said about the Claims Branch position in this 
ht case. Even assuming that the law were not on the side of Dr. Duisberg; even 
of assuming that under the Trading With the Enemy Act, Dr. Duisberg does not 
se have the right to an Administrative remedy regardless of the remedy in the 
rt courts he has already pursued; even assuming that the Custodian by reason of 
of the statements of his agents had not waived the doctrine of res judicata; even 
st assuming that the Custodian should treat the dismissal in the district court 
ly case as a dismissal where there was a hearing on the merits when in fact there 
he were none—even assuming all this which cannot be assumed, nevertheless the 
n Office of Alien Property would still have the right, and in our opinion, the duty, 
re to grant a hearing on the merits. 
1g The rule of res judicata is a rule of convenience, but it does not mean that the 
ae Office of Alien Property does not have the discretionary power to grant an ad- 
id ministrative hearing. The Claims Branch knows full well that there has never 
ir been a hearing on the merits in this case. The Claims Branch knows full well 
that the taking of property without due process of law is unconstitutional. The 
iS Claims Branch knows full well the reasons why the case was rushed to trial in 
a 1944. The Claims Branch knows full well that if justice is to be achieved in this 
le case, then at the very least Dr. Duisberg should have the opportunity, indeed 
t the right, to have his case heard. The United States Government does not need 
d Dr. Duisberg’s money so much that it must ignore this constitutional right. 
ie At this late date, Dr. Duisberg has done everything that he could possibly have 
done in the instant case. He went to court—a remedy provided him under the 
|- Trading With the Enemy Act. Then because of the wartime emergency, it was 
n impossible for him to proceed in that court action for a real hearing on the merits 
e But following the very advice of the agents of the then Custodian, he went to the 
n Court of Claims. It was too late. The Supreme Court had already ruled that 
- that remedy was not available. He went back to the courts in order to try to 
A : see in light of that circumstance whether there could not be a reopening of the 
case. The courts declared that there could not be. In every instance he followed 
8 the case up to the very top. Then he comes before the Office of Alien Property, 
an agency of the United States Government, an agency in which its head the 
i Custodian sits in a semijudicial capacity, and then he is told by the Claims 
3 Branch of that Office, and by the Director, that there can never be a hearing 
l on the merits of the case. 
; The position of the Office of Alien Property now is: Your case cannot be heard 
; because the district court dismissed it with prejudice. 


The position of the Office of Alien Property now is: No one has ever really 
heard your side of the case; the United States Government has taken the prop 
erty of an American citizen; it rushed you to a trial which your counsel was 
then unprepared to undertake because the United States Government was in a 
great wartime hurry, although it can’t quite make clear how the vesting of 
shares owned hy Americans helped the war effort; you must understand that 
wartime emergencies required that to be done; the United States Government 
held out other remedies to you—but now, 10 years after the war, the United 
States Government is just going to keep the property it seized and you never 
will have a chance to present your side of the case. It’s too bad, but that is the 
way the American Government deals with its citizens and their property. Too 
had, Dr. Duisberg. 

Too bad! If ever a case called for the intervention of Congress, this is it. 
The matter has now been decided by the Office of Alien Property, but the Office of 
Alien Property has blatantly ignored the Constitution. 

It is time for the Congress to recognize that Dr. Duisberg should have his 
property returned or, what at this late date he is seeking, and indeed can only 
seek, a return in money of the value of that stock. It is entirely appropriate 
that this committee take cognizance of this fact, particularly since in 1953 before 
this very committee an employee or consultant of the Office of Alien Property 
testified that he saw no reason why the Duisberg property should not be 
returned. The testimony to which I refer can be found on pages 343 and 344 
of the hearings held on July 20, 21, and 22, 1953. 
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Time and money are running out on Dr. Duisberg. It is over 13 years since 
his property was seized, and in all this time he has done everything possible 
just to be heard. Now it is wp to the Congress not only to hear his plea, 
but to act upon it. It is time that Congress took the necessary action to cause 
Dr. Duisberg to be indemnified—action consistent with American justice and the 
American Constitution. 





DEPARTMENT OF JUSTICE, 
OFFICE OF ALIEN PROPERTY, 
Washington, D. C., April 30, 1956. 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
United States Senate, Washington, D. C. 


DEAR SENATOR JOHNSTON: It is my understanding that your subcommittee has 
received testimony on behalf of Mr. Walter H. Duisberg dealing with his claim 
before this Office for the return of certain shares of General Dyestuff Corp. 
stock vested by the Alien Property Custodian in 1943. 

I am attaching for your information a copy of my decision affirming a hearing 
examiner’s denial of Mr. Duisberg’s claim. The Attorney General has considered 
this decision under section 502.23 of the rules of procedure of this Office for 
Claims (8 CFR 502.23) and has determined not to direct a review thereof. 
Accordingly, the decision is final. It is requested that it be made a part of the 
record of the hearings before your subcommittee. 

Sincerely yours, 
DALLAS S. TOWNSEND, 
Assistant Attorney General, 
Director, Office of Alien Property. 


UNITED STATES OF AMERICA 
DEPARTMENT OF JUSTICE 
OFFICE OF ALIEN PROPERTY 
Washington, D. C. 
IN THE MATTER OF WALTER H. DUISBERG 
Title claim No. 712, Docket No. 53 T 57 
DECISION ON PETITION FOR REVIEW 


This matter is before me on a petition filed by claimant for review of Hearing 
Examiner Michael F. Kresky’s order of dismissal of subject claim. 

The claim arises out of vesting order 33, dated June 30, 1942, by which the 
Alien Property Custodian vested all the outstanding capital stock of General 
Dyestuff Corp., including 1,975 shares registered in the name of the claimant, 
Walter H. Duisberg. On May 31, 1943, Duisberg filed this claim with the Custo- 
dian under section 9 (a) of the Trading With the Enemy Act, as amended 
(50 U. S. C. App. 9 (a)) seeking the return of the 1,975 shares on the ground 
that he was the absolute and sole owner thereof. He indicated that he did not 
desire an administrative hearing. On June 3, 1948, he filed a suit under section 
9 (a) of the Trading With the Enemy Act, as amended (50 U. S. C. App. 9 (a)) 
seeking the return of the ,1975 shares on the ground that he was the absolute 
and sole owner thereof. He indicated that he did not desire an administrative 
hearing. On June 3, 1943, he filed a suit under section 9 (a) in the United States 
District Court for the District of New Jersey. The Government on August 4, 
1943, filed a motion to dismiss the complaint on the grounds that the court had 
no jurisdiction over the subject matter and that the complaint failed to state a 
cause of action upon which relief could be granted. The Government argued, 
among other things, that Duisberg had an administrative remedy available to 
him under the Custodian’s regulations providing for the hearing of claims. Duis- 
berg contended on this point that there was no statutory authorization for the 
Custodian’s hearing procedures and that the questions of law and fact involved 
in the suit were within the exclusive jurisdiction of the court. On March 6, 1944, 
Judge Fake denied the Government’s motion to dismiss. 

After issue was joined, the clerk of the court listed the case on the trial eal- 
endar for the April 1944 term. At the call of the calendar on April 4, 1944, 
counsel for claimant had the case marked “Ready, not before May 15, 1944.” 
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On May 26, 1944, the clerk advised counsel for both sides that the case was 
set for trial on June 19. At a hearing on a preliminary motion before Judge 
Fake on June 5, 1944, 2 weeks prior to the date set for trial, claimant's counse) 
indicated that he would not be ready. Judge Fake informed counsel that a judge 
from anether district had been designated to try the case and that no adjourn 
ment of the trial beyond a few days would be granted without the Government's 
consent. Judge Fake then ordered a hearing on June 9 before Judge Smith of 
the New Jersey district on the question of the date for trial. After a full 
hearing, Judge Smith characterized the arguments advanced by claimant's coun 
sel as “dilatory tactics” and ordered the case to trial on June 21, 1044. Judge 
Smith’s order stated that in the default of either party, or in the event of a 
voluntary dismissal, the suit would be dismissed with prejudice. 

Claimant obtained a hearing on a motion for a continuanace before the judge 
who was assigned to try the case, Judge Lederle of the eastern district of Michi- 
gan. After hearing argument on the motion for 2 days, June 20-21, 1944, Judge 
Lederle denied claimant's motion and his request for a voluntary dismissal of 
the action without prejudice. Claimant's counsel refused to proceed with the 
trial whereupon Judge Lederle granted the Government's motion for a dismissal 
with prejudice and entered an order on June 22, 1944. 

On appeal, the United States Court of Appeals for the Third Circuit upheld 
the dismissal in a per curiam opinion stating that it was convinced there had 
been no abuse of discretion on the part of Judge Lederle. Duisherg v. Markham, 
149 F. (2d) 812 (1945). Claimant then petitioned the Supreme Court of the 
United States for a writ of certiorari. His petition was denied, 326 U. 8. 759 

On June 25, 1948, claimant instituted an action in the Court of Claims seek- 
ing compensation for the vested shares of stock. In the meantime, the Supreme 
Court in Clark v. Uebersece Finanz-Korporation (332 U. 8. 480 (1947)), had de- 
cided (contrary to the custodian’s long-held position which had been advanced 
by the Government in its August 4, 1943, motion to dismiss Duisberg’s section 
9 (a) complaint) that the amendment to section 5 (b) enacted in the First War 
Powers Act of 1941 (sec. 301, 55 Stat. 839) did not deprive persons seeking the 
return of vested property of the remedy under section 9 (a). The Supreme 
Court had also held in that case against the Government's contention that such 
persons had the remedy of compensation in the Court of Claims and ruled that 
their only remedy was that provided for in section 9 (a). On the basis of the 
Uebersee decision the Court of Claims, on June 5, 1950, dismissed claimant's 
action for lack of jurisdiction. Duisberg v. United States (116 Ct. Cl. 861, 89 
F. Supp. 1019). Claimant's petition for certiorari was denied (40 U. S. 890). 

On December 21, 1950, Duisberg filed a motion with the Court of Appeals for 
the Third Circuit under rule 60 (b) (5, 6) of the Federal Rules of Civil Pro- 
cedure to reopen the judgment of June 22, 1944. This motion relied, in part, on 
an affidavit of claimant’s counsel. The affidavit alleged that during the first 
argument before the court of appeals, counsel for the Government, in response 
to an inquiry from the bench, stated that if the court were to affirm the dis- 
missal with prejudice claimant would have the right to commence an action in 
the Court of Claims as well as the right to an administrative hearing. 

In opposing the motion the Government introduced an affidavit of the attorney 
who had allegedly made these remarks. This affidavit stated that he did not 
remember whether the court had made the inquiry or whether he had made the 
reply attributed to him by Duisberg’s counsel. On February 24, 1951, the 
Court of Appeals denied claimant’s motion to reopen the judgment. 

In the proceedings on this claim before the hearing examiner the Claims 
Section based its motion to dismiss on the proposition that the dismissal of 
claimant’s section 9 (a) suit with prejudice is a bar to administrative proceed- 
ings under the doctrine of res judicata. Claimant opposed the motion on the 
ground that section 9 (a) gives a dual remedy—i. e., a claimant may have a 
trial, a hearing before this Office, or both. The claimant contended also that 
even if the doctrine of res judicata is applicable, its application should be 
waived as a matter of discretion. 

The hearing examiner’s decision pointed ont the settled law that a dismissal 
with prejudice is an adjudication on the merits. He held that the judgement 
of the District Court for the District of New Jersey was conclusive and precludes 
further administrative action. 

In seeking review of the hearing examiner’s decision claimant repeats his 
arguments before the latter. He also advances a new argument that the Govern- 
ment waive the defense of res judicata in this claim by contending before Judge 
Fake that claimant had an administrative remedy and by advising the Court of 
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Appeals to the same effect during the argument on appeal from the judgment 
dismisssing his complaint. 

After a review of the record I conclude that the hearing examiner’s dismissal 
of this claim was correct. 

I find no basis for claimant's assertion that section 9 (a) gives him a right 
to an administrative hearing despite the fact that he has had constitutional due 
process including a day in court. The pertinent language of the section is as 
follows: 

“Any person not an enemy or ally of enemy claiming any interest, right, or 
title in any [vested] money or other property * * * may file * * * a notice 
of his claim * * *: and the President, if application is made therefor by the 
claimant, may order the payment, conveyance, transfer, assignment, or delivery 
to said claimant of the money or other property * * *. If the President shall 
not so order within sixty days after the filing of such application or if the 
claimant shall have filed the notice as above required and shall have made no 
application to the President, said claimant may institute a suit in equity * * * 
to establish the interest, right, title, * * * so claimed * * *. If suit shall be 
so instituted then such money or property shall be retained in the custody of 
the Alien Property Custodian, or in the Treasury of the United States * * * and 
until any final judgment or decree which shall be entered in favor of the claim- 
ant shall be fully satisfied * * * or until final judgment or decree shall be 
entered against the claimant or suit otherwise terminated.” 

Although this Office, as the delegate of the President’s powers, has provided 
for administrative proceedings under section 9 (a) it has done so as a matter of 
discretion. Obviously, nothing in the above-quoted language compels the ad- 
ministrative consideration of a claim for return. More particularly, nothing in 
that language or in its legislative history justifies the conclusion that Gongress 
intended to authorize an administrative remedy after the judicial remedy has 
been exhausted. The language sets forth a progression of steps: (1) The filing 
of a notice of claim; (2) an administrative proceeding if granted and desired 
by claimant; and (3) a judicial remedy if an administrative proceeding is not 
had or does not result in return. The language manifests no congressional in- 
tention to permit a claimant who has proceeded to court, only to lose his suit, 
to go back to the beginning and obtain an administrative hearing. This con- 
elusion is supported by the injunctive provision of the section prohibiting the 
disposition of property which is the subject of a pending suit. If Congress had 
intended to afford an administrative remedy after an unsuccessful suit it would 
certainly have provided for continuance of the injunction pending the admin- 
istrative proceeding. 

Claimant’s new contention that the Government waived the defense of res 
judicata is most clearly set forth in the following excerpt from his reply brief 
in the instant review proceedings: 

“Claimant—as well as the court, which ought be able to rely on any portion 
of the record before it—was entitled to rely on statements made on behalf of the 
Government throughout the district court proceeding. Claimant had to choose 
whether to go forward with the trial, despite the disclaimer of responsibility 
of his counsel, or to take the risks of what the Claims section calls his “con- 
tumacy.” In making his difficult decision, claimant was entitled to rely on the 
statement made earlier in the proceeding—that, if the court action were dis- 
missed, he would have the remedy of an administrative hearing. The Gov- 
ernment had said that he would have that hearing. It did not repudiate that 
commitment when the matter came on before Judges Smith and Lederle. It did 
not take any steps to warn claimant that his refusal, on whatever grounds, to 
proceed with the trial would jeopardize a remedy which it had previously 
assured him would be available. Good conscience requires that it not now assert 
that claimant was not entitled to rely on representations made both to the 
court and to him.” 

An examination of the district court proceedings has led me to the conclusion 
that the claimant does not correctly understand the Government’s position 
before Judge Fake on its original motion to dismiss. In the course of maintain- 
ing that the court lacked jurisdiction to afford Duisberg a remedy under section 
9 (a) the Government argued that Duisberg had remedies elsewhere—before 
the Court of Claims and before the Custodian. On the other hand Duisberg 
denied that the Custodian had the power to give him an administrative hearing 
aud claimed the right to a trial in district court under section 9 (a). Nowhere 
in the course of the proceeding before Judge Fake or in his opinion denying 
the Government’s motion does it appear that the Government made a promise 
of an administrative remedy under all circumstances or informed the court 
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that Duisberg would have such a remedy even though the court rejected the 
Government's motion and took jurisdiction. Indeed, there is no more reason 
to conclude that the Government’s argument in support of its position consti- 
tuted a promise to Duisberg than there is to conclude that Duisberg promised 
not to ask for an administrative hearing by virtue of his argument that the 
Custodian had no power to grant him one. 

Further, there is no indication in the record of the subsequent hearings before 
Judges Fake, Smith, and Lederle on the question of proceeding to trial that 
either the judges, the Government, or Duisberg mentioned an administrative 
remedy or in any way considered that the Government had promised or should 
grant one. In all, the record is devoid of any basis for a finding that the dis 
missal with prejudice was grounded to any extent whatsoever on any assur- 
ance by the Government or any understanding by the court that Duisberg would 
be afforded an administrative hearing. Similarly, there is no support what- 
scever for a finding that Duisherg was justified to any extent in believing he 
had such assurance, if in fact he so believed, when he determined not to pro 
ceed to trial. 

The statement attributed to Government counsel at the argument before 
the Court of Appeals does not help claimant’s case here. It adds nothing to 
the record at the district court level, where Duisberg made his choice, and can 
only be pertinent to a contention that the Appellate Court was misled in up 
holding the lower court—a contention which was used unsuccessfully by Duis- 
berg in attempting to reopen the lower court judgment under rule 60 (b) (5, 6) 
of the Federal Rules of Civil Procedure. 

Accordingly, I find that the defense of res judicata has not been waived, that 
it was properly invoked by the Chief of the Claims Section and that it is 
fatal to the claim. 

Claimant urges that even if the defense of res judicata is applicable as a 
matter of law I should nevertheless exercise my discretion to grant a hearing. 
Assuming I have the powed to do so, I see no reason for exercising it in this 
claim. Claimant had his opportunity to have a trial of his claim in open court 
and on the merits but chose not to avail himself of that opportunity. The Gov- 
ernment held out no inducements to him and he was not misled in any way 
in making his choice. Whatever the motives which impelled him to refuse 
to go to trial, the consequences of his refusal are his sole responsibility. They 
are not unique and were plainly foreseeable. 

Claimants’ petition for review is denied. 

Da.Lias S. TOWNSEND, 
Assistant Attorney General, 
Director, Office of Alien Property. 
MARCH 23, 1956. 


Senator Jounston. Is Mr. Connors here ? 

(No response. ) 

Senator Jounston. Mr. Amram’ 

(No response. ) 

Senator JoHnstron. He does not seem to be present either. 
Mr. Tittmann ? 


STATEMENT OF CHARLES T. TITTMANN, WASHINGTON, D. C. 


Mr. Trrrmann. I am Charles Trowbridge Tittmann, lifelong resi- 
dent of Washington, D. C., former practitioner of law, now retired. 

I appear here on behalf of the National Sav ings & Trust Co. of this 
city and myself as cotrustee of 3 trusts the beneficiaries of which 
are 3 elderly Germans residing in the State of Wurttemberg, West 
Germany. They are the Baroness Lrene von St. Andre, and Baron 
Alfred von Pahn, and Baroness Blanca von Cotta. In your note of 
April 11, 1956, you suggested that in any statements we submit we 
incorpor ate by reference—— 

Senator Jonnston. I believe you testified before when we had the 

heari ings ¢ 

Mr. Trrrmann. Not the last hearings. I was here. 
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Senator Jounstron. You testified in some of the previous ones. We 
have your statement. 

Mr. Tirrmann. Here is a statement that I have submitted. 

[ don’t know whether you care for any more copies. 

Senator Jounston. No. We will be glad if you can brief that now. 

Mr. Trrrmann. I will briefly tell you ‘what they are and avoid repe- 
tition as far as possible. 

These three beneficiaries are elderly. They are the grandchildren of 
the late Baroness Josephine von Waechter. She was born in New York 
City in 1833. She was the daughter of David Lee, a rich and well 
known New Yorker of hisera. She was Josephine Lee. In 1856 when 
she was 23 she married the Baron von Waechter who was the Minis- 
ter from the King of Wurttemberg to the King of France. 

The marriage was celebrated in the Tuilleries Palace. She thus be- 
came a German citizen, a subject by marriage. She had quite a lot of 
property over here and the property was restored to her following 
World War I. She thereupon in 1922 made gifts of certain sums to 
her three grandchildren, the Baroness von St. Andre, and the Bar- 
oness von Cotta and the Baron von Palm and they in 1924 put the gifts 
to them from their grandmother in trust with the National Savings 
& Trust Co., the late T. E. Strickland and myself. 

These funds have been confiscated by the Government. 

Senator Jounsvon. The grandchildren at that time were living in 
Germany # 

Mr. Trrrmann. Yes. And they have lived there ever since. 

You will observe they placed these funds- 

Senator Jounsron. But they did leave these funds over here in 
America ? 

Mr. Tirrrmann. Yes. The funds have always been here in America. 
They belonged to the old baroness. She gave them to her 3 grand- 
children. They left them here in trust. 

Observe this if you please, the gifts for them were made in 1922. 
In 1924 they placed the gifts in trust here with the trust company and 
myself and Mr.Strickl: ind. In 1923 a treaty was concluded between 
the United States and Germany giving protection to the property in 
the United States belonging to Germans. In reliance on that treaty 
they placed these gifts to them in trust after the treay had been 
executed or promulgated, I don’t know the exact word for that. 

Now, to make this matter very short, there are two bills of which 
we approve—Senate 995 and Senate 1405. I won’t go into the details. 
It is mentioned briefly in the statement. We do not care for S. 2227, 
which is the State Department bill. We think it is very complex and 
very difficult to understand, that it is too confusing. And we don’t 
like the $10,000 limit in that or the exclusion of corporations. 

Senator Jounsron. How much do these funds amount to? 

Mr. Trrrmann. Senator, I should like to say perhaps at the present 
time—I don’t know, about three hundred-odd-thousand, albotit a 
hundred thousand in each trust, I think. 

Senator Jonnston. Are they bringing in dividends? 

Mr. Tirrmann. The funds, we say, when things looked rather black 
we had them invested in real estate notes but we put them all in Gov- 
ernment bonds, in United States Government bonds and of course 
those bonds are paying interest, I suppose the interest 











Senator JOHN ston. Who has possession of those bonds at the present 
time? 
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Mr. Trrrmann. Senator, I am not certain whether they have been 
turned over as yet to the Alien Property Custodian, if not then they 
are in the possession of the trust company—National Savings & Trust. 

Senator Jounsron. Are they coupon bonds ¢ 

Mr. Trrrmann. I am quite sure they are coupon bonds. 

Senator Jounsron. And being clipped from time to time ¢ 

Mr. Titrmann. I think so. [ can ascertain that definitely. I am 
not certain. I think they are coupon bonds. 

Senator Jonnston. Aren’t you a cotrustee of these bonds? 

Mr. Tirrmann. I am a cotrustee; yes. 

Senator Jounston. Can you give us that information? It might 
be more later. 

Mr. Trrrmann. I can give you the information whether the bonds 
are coupon bonds. 

Senator Jounston. Whether they have been collecting the coupons 
from them or who is getting that at the present time and whether or 
not it has been accumulating. 

Mr. Trrrman. I can say that since we got into the war or about that 
time, all interest. was retained by the trust company and is being turned 
or has been turned over to the United States. 

Senator Jonnston. So you probably reinvested this in EF bonds or 
something like that ? 

Mr. Trrrmann. I don’t think they were E bonds. 

Senator Jounston. Larger than that? 

Mr. Tirrmann. You see, Senator, I let the trust company handle 
the financial end right there, the custody of the bonds. I have never 
seen the bonds. I know they were bought. 

Senator Jonnston. That amount of $300,000 bonds, I would like 
to know where they are. 

Mr. Trrrmann. They are either in the vaults of the National Sav 
ings & Trust Co. or if the Government has sent, has sent up there and 
has agents up there to collect them they have been turned over to the 
Government. 

Senator Jonnsron. I would like to know where they are and what 
type of bonds they are. 

Mr. Trrrmann. I can send you a letter to that effect. 

Senator Jonnston. So we will know. 

Mr. Tirrmann. I can do that very easily. 

Senator Jonnston. Good. 

Mr. Trrrmann. I have commented briefly on those two bills, 995 
and 1405 which we approve and we don’t like S. 2227. There is one 
bill here, Senator Langer’s bill which if it is amended the way we 
would like, we approve. This bill provides that property can be 
returned if it is received by a German from an American citizen 
or a mother who at the time of her marriage was an American citizen 
by gift, devise, and so forth. 

We would like that amended so that there will be inserted certain 
words “grandmother or other female relative by consanguinity” with 
that. Then the return would be permitted under the provision which 
would read as follows: 

If such property or interest or proceeds was acquired by such citizen or na- 
tional of Germany or Austria from an American citizen or a mother, grandmother 


or other female relative by consanguinity who at the time of her marriage was 
an American citizen, by gift, devise, bequest, or inheritance. 
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Senator Jounston. If they are a blood descendant, not just by 
marriage. 

Mr. Trrrmann. Yes. These gifts were made to them by their grand- 
mother who at the time of her marriage was an American citizen and 
I might say this, that Senator Dirksen on July 24, 1953, — * a 
bill which said that the property be returned if it was received b 
German from an American citizen or mother, grandmother, or other 
femal relative by consanguinity who at the time of her marriage was 
an American citizen. ‘That bill of course died when the Senate session 
came to an end. 

Senator Jounston. Why should you use the term “mother”? Why 
not say mother and father. 

Mr. Trrrmann. You can’t stick in the term “father.” 

Senator Jounsron. The father didn’t lose his citizenship. 

Mr. Tirrmann. That is probably it. We want it fixed so as to that 
then it will be a gift from a mother or a grandmother or other female 
relative by consanguinity and so forth who at the time of her marriage 
was an American citizen, that will take care of our case. 

I might say this, Senator. Congressman, Representative Bosch, of 
New York, has introduced a bill, H. R. 3242, he introduced it in Janu- 
ary over a year ago having exactly those provisions in there. I don’t 
believe I should take up more of your time except to say former Sena- 
tor Scott Lucas has submitted a statement to which he attached a 
proposed redraft of S. 654 and his redraft has in it exactly the kind 
of words that I have just mentioned. 

It provides that the gift be returned if it was acquired by a German 
from an American citizen or a mother, grandmother, or other female 
relative by consanguinity who at the time of her marriage was an 
American citizen. That redraft of S. 854 has been proposed by for- 
mer Senator Lucas and when the trustees endorse and approve heartily 
of Senator Lucas’ redraft. 

Senator JoHnston. For your information, I talked with the former 
Senator Scott Lucas during the recess at lunch today and he has a 
somewhat similar case to yours and he called to my attention then. 

Mr. Tirrrmann. Senator, I thank you for letting me speak here. 

Senator Jounston. We are glad to have had you come. 

Mr. Trrrmann. [ can give you more copies of that statement if you 
wish it. 

Senator Jonnston. That will be entered in the record. I think 
that probably concludes our witnesses unless Mr. Amran has come in 
and also Mr. Connors. 

He came from California and said he would be here. I hate to 
have him come all this way, but probably he did not come. 

Is there any other witness at the present time ? 

I am going to hold these hearings open for 10 days and give anyone 
the privilege to file a paper with the attorneys of this committee. 
They will read that statement if you hand it in if it isn’t too long and 
it is to the point we will be glad to incorporate that into the record. 
We just did not want to get anyone tied outside by closing these 
hearings. 

We have been holding these hearings since last fall. The complex 
problems presented by the vesting program carried on under the Trad- 
ing With the Enemy Act have been exhaustively studied by prior 
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subcommittees on the Trading With the Enemy Act and by this sub- 
committee. 

The vesting program became necessary as a result of wartime con- 
ditions and has resulted in substantial inequities and injustices in 
normal postwar periods. It seems important that the United States 
act immediately to clarify its position with respect to sanctity of pri- 
vate property. 

At this time we feel that sufficient studies and hearings have been 
conducted to enable this subcommittee to recommend legislation which 
will relieve a great many existing injustices and inequities. For 
these reasons the hearings on bills now pending before this subcom- 
mittee have been closed and legislation will be recommended to the 
full Committee on the Judiciary in the near future, concerning what 
will be done with the property now confiscated by the Federal 
Government. 

Please remember that if anybody comes to you that we are holding 
the record open for approximately 10 days. 

We will have to have some closing date for papers to be filed. This 
holds with Senators, Congressmen, and the public at large. I thank 
each and every one of you who has testified for being as brief as you 
have. We did not like to limit you to any time but there are times 
we have to limit people. 

I know I have been limited in the Senate sometimes when I did not 
want to be limited, especially, recently in regard to the farm bill, but 
we know that it is necessary and I know you understand why we have 
limited you here today. 

Thank you very much for coming. 

(Whereupon at 3:45 p. m. the hearing was adjourned.) 


WASHINGTON, D. C., April 26, 1956. 
Hon. Orin D. JOHNSTON, 
Chairman, Senate Judiciary Subcommittee, 
HOLC Building, Washington, D. C. 

Dear SENATOR JOHNSTON: Referring to the testimony given before your com- 
mittee on April 20, 1956, by Mr. Charles T. Tittmann, and your request for 
information as to the specific assets held in the trusts established by Baroness 
Blanca von Cotta, Baroness Irene von St. Andre, and Baron Alfred von Palm, 
there are enclosed herewith lists of assets held by the undersigned as trustees 
for these trusts. 

While the trustees currently have physical possession of these assets, there is 
an order of court directing distribution thereof to the Attorney General of the 
United States, and arrangements are being made for this distribution. 

Very truly yours, 
CHartes T. TItTTMANN AND 
NatTronat Savincs & Trust Co., 
3y HerMan G. LAUTEN, 
Assistant Vice President and Trust Ofer, 
Trustees. 


NATIONAL SavinGs & Trust Co. Trust DEPARTMENT 


List of assets held April 25, 1956, by Charles T. Tittmann and National Savings 
Trust Co., trustees under agreement with Alfred von Palm. 

Bonds, United States of America: 
$4,000, 2% percent, Treasury, due March 15, 1958. 
$2,000, 244 percent, Treasury, due September 15, 1972. 
$1,000, 2% percent, Treasury, due March 15, 1970-65. 
$1,000, 21%4 percent, Treasury, due March 15, 1971-66. 
$1,000, 214 percent, Treasury, due December 15, 1968-63. 
$1,000, 214 percent, Treasury, due December 15, 1969-64. 
$8,000, 2% percent, Treasury, due June 15, 1972-67. 
$63,000, 2144 percent, Treasury, due December 15, 1972-67. 
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Undivided one-third interest in following stocks: 

Summit Branch Railroad Co., 65 shares, capital, par $50. 

The Bancokentucky Co., 280 shares, capital, par $10. 

Cash: $6,355.85. 

List of assets held April 25, 1956, by Charles T. Tittmann and National Sav- 
ing & Trust Co., trustees under agreement with Blanca von Cotta. 

Bonds, United States of America: 


$1,000, 244 percent, Treasury, due March 15, 1970-65. 
$1,000, 24% percent, Treasury, due March 15, 1971-66. 
$2,000, 24 percent, Treasury, due September 15, 1972. 
$4,000, 2% percent, Treasury, due March 15, 1958. 
$63,000, 24 percent, Treasury, due December 15, 1972-67. 
$1,000, 2% percent, Treasury, due December 15, 1968-63. 
$1,000, 244 percent, Treasury, due December 15, 1969-64. 
$8,000, 244 percent, Treasury, due June 15, 1972. 


Undivided one-third interest in following stocks: 

Summit Branch Railroad Co., 65 shares, capital, par $50. 

The Bancokentucky Co., 280 shares, capital, par $10. 

Cash: $5,873.37. 

List of assets held April 25, 1956, by Charles T. Tittmann and National Savings 
& Trust Co., trustees under agreement with Irene von St. Andre. 

Bonds, United States of America : 


$1,000, 2% percent, Treasury, due March 15, 1971-66. 
$1,000, 24] percent, Treasury, due September 15, 1972. 
$1,000, 2% percent, Treasury, due March 15, 1970—65. 
$1,000, 214 percent, Treasury, due December 15, 1968-63. 
$1,000, 214 percent, Treasury, due June 15, 1972-67. 
$1,500, 2% percent, Treasury, due December 15, 1969-64. 
$58,500, 2% percent, Treasury, due December 15, 1972-67. 


Undivided one-third interest in following stocks: 
Summit Branch Railroad Co., 65 shares, capital, par $50. 
The Bancokentucky Co., 280 shares, capital, par $10. 
Cash : $1,704.86. 


WASHINGTON, D. C., April 20, 1956. 
Hon. OLIN D. Jou NstTon, 


Senate Offic Building, 
Washington, D.C. 


DEAR SENATOR JOHNSTON: At the request of Mr. Harlan Wood, we should like 
to put into the record of the proceedings of your Subcommittee on Trading 
With the Enemy Act information concerning the present status of the case of our 
client, the Swiss holding company—Interhandel. 

Last June, the United States Court of Appeals for the District of Columbia Cir- 
cuit affirmed the dismissal by the district court of Interhandel’s civil action under 
section 9 (a), solely because of its inability to produce records of a Swiss bank, 
but the court of appeals allowed a period of 6 months after its mandate will 
have been filed in the district court for Interhandel to produce such records. 
The court further prescribed that if such production is accomplished, there should 
be no dismissal of the case. 

Petition for certiorari was seasonably filed with the Supreme Court, but it was 
denied on January 9, 1956. In the meantime, the mandate of the court of Ap- 
peals was stayed, and, indeed, was not filed in the district court until January 
20, 1956. Petition for rehearing was also filed in the Supreme Court and denied. 

The 6 months’ grace period is now running and will expire about July 19, 1956. 

Every effort is being made by our client to accomplish compliance with the dis- 
covery requirement in order to take advantage of the provision of the court of ap- 
peals decision, but the clash between American and Swiss law makes this ex- 
tremely difficult. 

Very respectfully yours, 
Joun J. WILSON. 
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May 25. 1865 
senator Hariey M. Kiteore, 


Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Senator Kitecore: In connection with the German property problem I 
-hould like to refer once more to the General Aniline & Film case of which I had 
he opportunity to talk with you during my recent stay in Washington. Since 
this case seems to be causing your committee considerable trouble due to the 
prevailing uncertainty with regard to ownership of this company, I thought it 
might perhaps be helpful for your deliberations and discussions on the bill 
No. 995 if I repeated in writing what I have said in Washington on the GAF case. 

it might interest you that after my return from the States I again contacted 
the competent people of I. G. Farben who know all about the history and owner- 
ship of GAF. They explained once more that this company cannot and con 
sequently will not be claimed as a German asset because all the shares in ques- 
tion belong to the purely Swiss company Interhandel, Lasel (Switzerland). 
Chis statement is based on the following facts, and I have no doubt whatsoever 
that these facts are true: 

1. I. G. Farben, in 1940, have dissolved their “agreement on mutual interest” 
(Interessengemeinschaftsvertrag) which they had previously concluded with 
Interhandel, and have detinitely waived their right of option by which they were 
entitled to repurchase from Interhandel the shares of GAF at book value. 

2. The above-mentioned 1940 agreement with Interhandel is definitely binding 
for both parties. It was not a fictitious transaction or something to that effect. 
Therefore 

(a) In case Interhandel win their lawsuit before the United States courts 
and, consequently, GAF is returned to Interhandel as a Swiss property (which 
it really is), I. G. Farben has no claims whatsoever vis-a-vis Interhandel. 

(6) Neither can I. G. Farben claim the return of GAF respectively its shares 
from the United States Government since pursuant to the above-mentioned agree- 
ment the company has waived its right of option as to the repurchase of these 
shares. This is also true in case the German property vested in the United 
States should be returned on a general and unlimited basis. 

I hope this statement of mine, which is made to my very best knowledge, will 
help to remove all doubt which still exist as to the ownership of the General 
Aniline & Film Corp. 

As regards General Dve stuff, I have a similar information, viz. that this 
company cannot be claimed by Germans or German corporations since it 
owned by American citizens, 

I remain, dear Senator, 

Yours very sincerely, 


is 


HERMANN ABS 


DEPARTMENT OF JUSTICE, 
Washington, D. C., April 30, 1956. 
Hon. Orin D. JomNnston, 

Chairman, Subcommittee on the Trading With the Enemy Act, 

Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SENATOR JOHNSTON: Extensive statements were made to this committee, 
at its hearings on November 29-30, 1955, on behalf of Interhandel by two of its 
counsel and by its managing director. Interhandel is the Swiss holding company 
which is seeking in our courts the return of 93 percent of the stock of General 
Aniline & Film Corp., vested by the Custodian as property of I. G. Farben of 
zermany. After forebearance of the district court extending over years, Inter- 
handel’s suit was dismissed in 1953 because, in violation of a court order, Inter 
handel failed to produce essential documents. The court of appeals affirmed, 
sranting, however, a limited period of grace. Interhandel’s petition for certi- 
orari was denied by the Supreme Court on January 9, 1956. 

The statements submitted by interhandel argue its case in some detail. We 
do not wish to argue, before this committee, the merits of a lawsuit now pending 
in the Federal courts, but we do feel obligated to correct certain misstatements 
which might otherwise mislead the committee. 
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A statement of our views of the case is attached, taken from material of recor: 
in the court proceeding. 
Will you please incorporate this statement in the printed record of committe: 
proceedings. 
Sincerely yours, 
DaLLas 8S. TOWNSEND, 
Assistant Attorney General, Director, Office of Alien Property. 


Il. G. CHEMIE v. BROWNELL 
STATEMENT OF THE CASE 


This is a suit for return of 93 percent of the stock of Genera! Aniline & Film 
Corp. with an alleged value of over $100 million and some $1,800,000 in cash. 
It was vested under the Trading With the Enemy Act, as amended, and Execu- 
tive orders and regulations issued thereunder, by vesting orders reciting that 
it was the property of foreign nationals or owned by or held for I. G. Farben- 
industrie A. G. of Germany. The plaintiff is a Swiss corporation originally 
numed Internationale Gesellschaft fiir Chemische Unternehmungen A. G. and 
was commonly known as “I. G. Chemie.” In December 1945 it changed its name 
to Societe Internationale pour Participations Industrielles et Commerciales 
S. A. and now refers to itself as “Interhandel.” The defendants are the Attorney 
General, as successor to the Alien Property Custodian, and the Treasurer of the 
United States. 

Plaintiff filed an administrative claim as required by section 9 (a) of the 
Trading With the Enemy Act and on its denial filed suit in the United States 
District Court for the District of Columbia. Its complaint, filed October 21, 
1948, alleges that it was the owner of the property before vesting and that it 
was not an enemy of the United States during World War II. The defendants, 
in their answer, deny that plaintiff is the owner and deny that plaintiff is not an 
enemy, thus taking issue with both allegations. As a separate defense, the de- 
fendants allege that from the time of plaintiff’s incorporation in 1928 to the 
surrender of Germany in 1945, plaintiff had participated in a conspiracy or com- 
mon plan with the private bank of H. Sturzenegger & Cie., Basle, Switzerland 
(formerly known as Ed. Greutert & Cie.), with I. G. Farbenindustrie A. G. of 
Germany, and with others “to conceal, camouflage, and cloak the ownership, con- 
trol, and domination by I. G. Farben of properties and interests in many countries 
of the world, including the United States * * *.” 


DISMISSAL OF CHEMIE’S COMPLAINT BECAUSE OF ITS FAILURE TO OBEY DISTRICT 
COURT’S ORDER 


In February 1949, during the course of pretrial discovery, both parties moved 
for discovery of the documents in the possession, custody, or control of the other, 
as authorized by the Federal Rules of Civil Procedure. The Attorney General's 
motion included a demand for the documents of the private bank of H. Stur- 
zenegger & Cie., as a subsidiary or affiliate of I. G. Chemie. This motion pended 
for over 5 months and was considered by the court on extensive materials and 
oral hearings. Among other contentions by Chemie in opposition were that it 
had no control over the Sturzenegger records and that the Swiss secrecy laws 
prevented their production. On June 23, 1949 the district court filed an opinion 
in which it held, granting both motions, that all the records of both parties should 
be produced for inspection by the other. With respect to the Sturzenegger 
records the court held that they were within the control of I. G. Chemie and 
were subject to production and inspection. 

Under the discovery order, dated July 5, 1949, the Attorney General was first 
to produce in Washington, for inspection by Chemie, all the documents he had 
collected with respect to the case. I. G. Chemie was then to produce in Switzer- 
land, for inspection by the Attorney General, all of its and of the Sturzenegger 
firm’s documents, all of those documents having once been inspected by the 
Swiss Compensation Office. That office, an agency of the executive branch of 
the Swiss Government, performs functions similar to those performed in the 
United States by the Division of Foreign Funds Control of the Treasury De- 
partment and by the Office of Alien Property. This Swiss agency had made two 
investigations of I. G. Chemie in June-July 1945 and November 1945-February 
1946 and described the results of its investigations in three reports or exposés. 
These reports had been relied upon by the Attorney General in the 1949 motion 
for production. In ordering the production by Chemie of all of its documents 
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and those of the Sturzenegger firm the district court followed the standards 
set by the Swiss Compensation Office. That office had demanded, and had exam- 
ined without objection, all of the records of both Chemie and Sturzenegger al- 
though the investigation was of the German character of Chemie alone. The 
inference, said by the district court to be plain, was that an examination of 
Chemie necessarily included an examination of Sturzenegger 

Thereafter the plaintiff produced what it claimed were all of the records of 
the Chemie firm which had been ordered to be produced, but did not produce the 
records of the Sturzenegzer firm. In October 1950 the Attorney General moved 
for dismissal of the complaint for this failure to produce. Plaintiff sought to 
excuse the failure by reason of certain laws of Switzerland known as the 
secrecy laws and an order of the Swiss government issued under those laws 
forbidding the production of the Sturzenegger records. This excuse was re- 
jected by the district court in an opinion dated February 19, 1953, reported at 
111 Fed. Supp. 435, 14 F. R. D. 44, 18 F. R. 8. 34.47, Case 1. On March 31, 1958, 
the court entered an order that the complaint would be dismissed for continued 
failure for more than 2 years to comply with the order for discovery unless full 
production were made by June 15, 1953. This time was later extended. On 
November 16, 1953, after further hearings, the court handed down a memoran- 
dum opinion reported at 15 F. R. D. 83, 19 F. R. 8S. 37b.243, Case 1, and on 
December 21, 1953, entered an order dismissing the complaint with prejudice. 

Plaintiff appealed, challenging both the discovery order of July 5, 1949, and 
the dismissal order of December 21, 1953. On June 30, 1955, the Court of Ap- 
peals for the District of Columbia Circuit affirmed, with the proviso that the dis- 
missal would be vacated if Chemie produced within 6 months from the receipt of 
the mandate by the district court (225 F. 2d 532). Chemie then petitioned the 
Supreme Court for a writ of certiorari, and on January 9, 1956, this petition 
was denied (350 U. S. 987). 

Chemie produced some 41,000 of is own papers from its files. Plaint’ff claimed, 
and has since stated to this committee, that as concerns its own papers, this 
was full compliance with the court order. The fact is, Chemie has not even 
done that. The documents, when originally examined by the Swiss Compensation 
Office, had been serially numbered and upon examining the numbers applied to 
the documents by the Swiss Compensation Office it was discovered that 9,829 
documeuts had not been produced in this case. Asa result of further proceedings 
and a subsequent order of court, Chemie thereafter produced some 5,000 of the 
suppressed 9,829 papers which it claimed it now “found” in its files. In addi- 
tion, the Chemie books of accounts which it produced pursuant to the discovery 
order were shown by the Attorney General to be a rewritten set. The original 
journals of the corporation had consisted of 13 volumes. The set which was pro- 
duced contained 11 volumes. Eight of the 11 volumes had been purchased by 
Chemie after the date of the first entries purported to be made in them. Pro- 
ceedings by the Attorney General to obtain production of the true books of ac- 
count as well as of the Chemie papers which had been suppressed were still 
pending at the time of the dismissal of the action for plaintiff's failure to produce 
the Sturzenegger records. 

THE FACTS OF THE CASE 


The following are the leading companies and individuals involved in the case: 

I. G. Farben: German dyestuff and chemical giant. 

Hermann Schmitz: Former head of Farben, Chemie and GAF. 

Eduard Greutert: Whose private bank, Greutert & Cie., in Switzerland, has 
been connected with Farben for many years. On the death of Greutert in 1939, 
Hans Sturzenegger took over Greutert’s role, and the firm became H. Sturzeneg- 
ger & Cie. The firm, together with four of its desk-drawer holding companies, 
forms a tightly knit circle hereinafter referred to as the Greutert/Sturzeneyger/ 
Chemie Complex or Sturzenegger Circle. That complex is the dominant stock- 
holder in I. G. Chemie. 

I. G. Chemie: Swiss holding corporation, created by Farben. 

General Aniline & Film Corp. (GAF): Created by Farben as an American 
holding and operating company, formerly known as American IL. G. Chemical 
Corp. (AIG). I. G. Chemie now claims to be the bona fide owner of the vested 
GAF stock. 

I. BackGrounp, WoriLp WAR I To 1929 
A. I. G. Farben 

I. G. Farbenindustrie A. G. of Germany was formed in 1925 by a merger of the 
six largest German chemical and dyestuff companies, Bayer, Griesheim-Elektron, 
Weiler-ter-Meer, Agfa, Badische Anilin, and Hoechst. After its organization, 
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I. G. Farben bought or merged into various industries in Germany until, by 1929, 
it was producing almost all of Germany's dyestuffs and most of its chemicals, 
as Well as photographic equipment, nitrogen, pharmaceuticals, light metals, rayon, 
and synthetics. In addition to assets in the United States, discussed immediately 
below, IL. G. Farben owned sales agencies throughout the world and had interests 
in chemical and dyestuffs industries in several European countries. It was by 
far the largest dyestuff producer in the world and one of the largest pharma- 
ceutical and chemical manufacturers. By 1939 Farben was to become the largest 
chemical corporation in the world, an industrial giant in Germany, frequently 
referred to as a “state within a state,” and indispensable in the execution of 
the Reich’s plans for war.’ 

B. Farben’s American Assets 


(1) General Aniline Works—Winthrop Chemical Co.—During World War Il, 
Bayer Company of New York and Synthetic Patents Company of New York were 
seized by the Alien Property Custodian. Both had been owned by Bayer Com- 
pany of Germany, which was later to become a component part of Farben. By 
various intermediate steps, Farben, by 1928, regained ownership of all of its 
former dyestuff business, and half of its former pharmaceutical business, under 
the name of General Aniline Works and Winthrop Chemical Co, Farben’s 100 
percent stock interest in the former and its 50 percent stock interest in the latter 
became assets of GAF shortly after its formation as AIG in 1920. 

(2) Agfa Ansco Corp.—In 1926, Agfa Products, Inc., and Agfa Ansco Film Corp. 
were organized by Farben to serve as distributors of its photographic products. 
In 1928, these subsidiaries were merged with an American-owned firm engaged 
in manufacture in the same field. The result was Agfa Ansco Corp., exclusive 
United States manufacturer and sales agent of Farben’s photographic products, 
and contractually entitled to Farben patents and know-how in the photographic 
field. Farben’s share of the capital stock of the new corporation was approxi- 
mately 60 percent. This asset, too, found its way into GAF ownership on its 
organization. 

C. Relations between Farben and Greutert 


(1) The economic basis for Farben/Greutert relations—Between 1920 and 
1924, the Farben firms began using Switzerland as a base for their foreign opera- 
tions. The flight of German capital to Switzerland was not limited to Farben 
but was a characteristic of all German business, uneasy in the Germany of the 
twenties. The impetus lay in the desire to avoid further consequences of German 
inflation and in the fear of the then unstable German Government. For instance, 
among the more prosaic assets which German business placed on deposit in 
Switzerland were accounts set up for payment of pensions to senior executives. 
Vensions payable in Swiss francs would have value; pensions in marks had 
been demonstrated to be worthless. Switzerland was then, as always, a safe 
haven for foreign capital. It offered a stable currency and an enveloping secrecy 
for business and finance, buttressed by law and perfected over the years to safe- 
guard foreign capital. For the long run, too, it could promise neutrality and, 
therefore, protection from an American Alien Property Custodian. Moreover, 
nationalist and anti-German sentiment all over the world required Farben to 
conceal its ownership of or connections with corporations outside Germany. 

All these factors dictated the use of Switzerland as a locale for assets owned 
or controlled by Farben. In the thirties, moreover, the desirability of such use 
was reinforced by the Hitler Reich’s attitude toward the foreign exchange assets 
of German business and by the new worldwide anti-German sentiment. 

2) Eduard Greutert & Cie-—Eduard Greutert & Cie., a partnership engaged 
in private banking, was established in Basle in 1920 by Metallgesellschaft A. G. 
of Frankfurt. Metallgesellschaft, a large German nonferrous metal manufac- 
turer and trader, contributed all but a minute fraction of the total capital of 
the Greutert partnership. Eduard Greutert, the managing partner, contributed 
the remainder. Greutert was a Swiss, who until that time had managed the 
foreign exchange office of Metallgesellschaft in Frankfurt. 

The business of the firm was, at the outset, confined to Metallgesellschaft’s 
business. Early in the twenties, however, Hermann Schmitz of Badische 


‘For an impressive picture of Farben’s position in prewar and wartime Germany see the 
opening sections of the so-called Bernstein report on Farben to General Clay, September 
12, 1945. The Bernstein report is reproduced, in condensed form, in the hearings before 


the Kilgore committee in 1945-46. Elimination of German Resources for War, hearings 


before a subcommittee of the Senate Committee on Military Affairs, June 1945—Mareh 
1946, at pp. 959 et seq. See also the chart at p. 1072. 
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\nilin (soon to merge into Farben) began using the Greutert firm to handle 
e foreign financial business of Badische and, later, of Farben. On Schmitz’s 
ection, there was created in Greutert a bewildering financial structure of 

some 65 accounts under various names, including corporations and consortia 

| roughly equivalent to syndicates). These corporations owned each other and 
were owned by Farben officials; their directors were Farben officials or 

reutert employees. One such corporation had a capita! of 100,000 Swiss francs, 

et it held assets of 10 million Swiss frances until shortly before, and again, 

shortly after, its balance sheet was made up for publication. On behalf of 
hese consortia and corporations, Greutert bought and sold securities, organ- 
ized corporations, made loans, extended credit, all in a loose, informal manner 
vithout documents of purchase, order, or guaranty, such as a bank or broker 

ould ordinarily require when acting for a customer. 

The Attorney General has taken the depositions of Alfred E. Merton and 
kudolf Euler, president and manager, respectively, of Metallgeselischaft and 
the two founders of Greutert & Cie. The testimony developed in the depositions 
with respect to the business and the beneficial ownership of the above-mentioned 
orporations and consortia shows that Farben was the owner of these accounts, 
Mr. Euler has testified that the Greutert firm “was like a cash box” for the 
Hermann Schmitz group. 

In 1926, Metallgesellschaft sold a half interest in the partnership and, in 
1931, sold its remaining half interest. Although in both cases the formal pur- 
chaser was not Farben, the sales were to a company which was a cloak for 
Farben. 

II. 1928-29—CreaTIon oF AIG (GAF) ANpD I. G. CHEMIE 


A. I. G. Chemie 


(1) Organization.—When I. G. Chemie was incorporated in 1928, its capital 
consisted of 20 million francs. It was not until 1929, when American I. G. 
Chemical Corp. was organized, that Chemie’s capital was increased to a paid- 
up total of 135 million Swiss francs. The Swiss Compensation Office has stated 
that “it is beyond all doubt that I. G. Chemie was brouxht into being by I. G. 
Farben” and that “The I. G. Chemie was established on June 25, 1128, at the 
suggestion and according to a plan of Dr. Hermann Schmitz, member of the board 
of directors of I. G. Farben, through Greutert & Co., Bankers of Basle, on behalf 
of I. G. Farben.” 

(2) The guaranty-option agreement.—The legal, open basis for the control 
of Chemie by Farben was the now famous guaranty-option agreement. By 
that agreement, entered into in 1929, Farben guaranteed that Chemie stock- 
holders would receive dividends equal to those paid by Farben on its own shares. 
In return for this guaranty, it was agreed that Farben should have an option 
to purchase any or all of Chemie’s assets at their book value. This contract 
endured until 1940, when it was allegedly canceled as a major point in the ef- 
fort to de-Farbenize Chemie and, thereby, de-Farbenize GAF. 

(3) Control of Chemie.—Contral of Chemie by Farben was exercised through 
personnel, through the guaranty-option agreement, and through a well arranged 
capital structure whereby the shares representing the greatest voting power as 
against the least possible paid-in capital were owned by the Greutert/Sturzeneg- 
ser Complex or its subsidiaries. 

Chemie has made the contention to this committee that it board of directors 
“has always been predominantly Swiss.” The facts, however, are as follows: 
Hermann Schmitz, the genius of I. G. Farben and father of I. G. Chemie, re- 
mained Chemie’s president until 1940 when his retirement was arranged as part 
of a cloaking scheme to protect GAF against seizure by the Americans. Schmitz 
was not only the finance king of I. G. Farben but also was repsonsible for the 
remarkable expansion of I. G. Farben in Germany and abroad. He was one of 
the early supporters of Hitler and collaborated with the Nazi Party in making 
I. G. Farben a vast spying organization. He was a member of the Hitler- 
appointed Reichstag.* 

Schmitz was not the only German on the I. G. Chemie board. Albert Gadow, 
brother-in-law of Hermann Schmitz, continued on the board until 1945 when his 
presence proved too embarrassing. He retained his German citizenship and, 


2See chapter on Schmitz, exhibit 10 to the hearings on elimination of German resources 
for war before the subcommittee of the Senate Committee on Military Affairs, 79th Cong., 
Ist sess., pursuant to S. Res. 107 (78th Cong.) and S. Res. 146 (79th Cong.), pt. 5, p. 869. 
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in fact, during the war maintained personal contacts with the German consy! 
in Basle. In a secret report to the German Foreign Office in July 1942, the 
German consul described Gadow as the “head” of I. G. Chemie. Carl Roesch 
the other important German board member of I. G. Chemie until his death 
in 1941, had been a director of I. G. Farben before Farben placed him in his 
important position on the Chemie board in 193 Under a German law a tax 
was payable by emigrants — the emigration \ was in the interest of the Ger- 
man national economy. I. G. Farben applied to the Government for an exem)- 
tion for Roesch, on the ground that his emigration was in the interest of Farben 
and the German national economy. Roesch remained on Farben’s pension roll 
and his widow received pension from I. G. Farben regularly through 1944. 

Eduard Greutert, though of Swiss nationality, had been an early and very 
close associate of Hermann Schmitz even before World War I when both worked 
together in Metallgesellschaft. Described in a German tax report of 1939 as a 
“man of confidence of I. G. Farben,” Mr. Greutert was on the board of I. ¢ 
Chemie from 1928 to his death in September 10939 and cloaked foreign invest- 
ments of Farben in various European countries. When he died in September 
1939, Hans Sturzenegger succeeded him as a board member of I. G. Chemie and 
stepped into his shoes as a personal cloak for Farben. 

(4) Stockownership.—When I. G. Chemie was organized in 1928, the total of 
the 20 million Swiss francs capital was financed by the I. G. Consortium, an 
account on Greutert’s books which the Swiss Compensation Office, after investi- 
gation, found contained large amounts of Farben assets. In 1929, the capital 
ization was greatly increased—to a total of 900,000 shares, each having one vote, 
and divided into 400,000 preferred and 500,000 common, with a total nominu! 
value of 290 million Swiss francs and a total paid-up value of 134 million Swiss 
francs. 

The preferred had a nominal value of 100 Swiss francs per share and a paid-up 
value of 20 percent. It has always remained in the hands of the Greutert/ 
Sturzenegger Complex. The common, each share of which had a nominal value 
of 500 francs, was divided into 3 classes, having, respectively, 100, 50, and 
20-percent paid-up value. No payments were made on the 20-percent common, 
which was nevertheless in the hands of Greutert. The 100 and 50 percent paid-up 
common was subscribed to or soon purchased by individual German stockholders 
of Farben, by Norsk Hydro, a Norwegian nitrate producer closely associated 
with Farben, by GAF, and, to a lesser extent, by the public generally. The 
Greutert/Sturzenegger Complex took for itself the shares having the greatest 
voting value for the least amount of paid-in capital. For 8 million francs, the 
cost of the 400,000 20-percent preferred, they received 400,000 of the 900,000 
votes. 

The capitalization described above existed without change until 1988 when 
half of the 400,000 preferred shares and all of the 210,000 20-percent paid com- 
mon was retired. In 1940, 100,000 preferred and 50,000 50 percent paid common 
in the hands of German individuals were repurchased by Chemie as part of the 
plan to de-Farbenize Chemie. Thereafter, the capital structure was as follows: 


Nomin:l | Total nomi- 
Number of value nal value Percent 
shares in Swiss in Swiss paid up 


Total capital 
| 
franes franes 


paid up in 
| Swiss francs 


Type of shares 





Preferred sa a a lcs zi 100, 000 100 10, 000, 000 | 
Common ss ‘ —\ 140, 000 500 70, 000, 000 
Do 3 td aie 110, 000 


2, 000, COO 
70, 000, COO 
27, 500, 000 


500 55, 000, 000 


99, 500, 600 


B 
Total , 350, 000 | | 135, 000, 000 |. 
&. | 


Chemie has contended to this committee that it “is and always has been a 
Swiss corporation chiefly dominated by Swiss and American stockholders.” 

The facts are these: Control over I. G. Chemie is exercised by the above- 
mentioned Greutert-Sturzenegger circle which directly owns 39 percent of 
Chemie’s outstanding stock. In addition to the 100,000 outstanding shares of 
preferred it owns about 36,500 of the outstanding 250,000 common shares of 
Chemie, all shares having the same voting rights. The 39 percent have effective 
control because the voting power of an additional 24 percent, consisting of 
84,900 common, was neutralized; they were owned by General Aniline & Film 
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Corp. in which, in turn, Chemie claimed a 95-percent stock interest.” Those 24 
percent, of course, were not bona fide American-held stock. Apparently, there 
was no other substantial stockholding of Chemie shares by any Americans. 

It is the contention of the Government that the Sturzenegger circle is not 
venuinely Swiss but rather was Farben created, dominated, and financed, and 
was contrived as a means for preserving Farben’s domination of Chemie. There 
is attached, as exhibit 1, a chart, part of the court record, which depicts the 
literally circular relationships of all members of the circle. Even that chart is 
incapable of giving a full picture of the interlocking relations. For instance, the 
stock of the artificial entities of the circle, to the extent that it was held by 
individual stockholders, was additionally bound by a maze of loans for the pur- 
chase of the shares, by pledges to secure the loans, and successive options at the 
death of the individuals. Only three of the circle companies had individual 
stockholders ; the total in all 3 was 11 individuals. Of these 11, the biggest stock- 
holders were Mr. Sturzenegger himself and 5 long-time employees and pensioners 
of Greutert-Sturzenegger; the others were 5 close personal friends of Mr. 
Greutert. 

On the basis of these and other facts of record, the Government maintains that 
Chemie is not dominated by genuine Swiss interests but that Farben retained its 
domination through the device of the circle, utilizing Greutert-Sturzenegger, 
their long-time clerks, and a few of their friends as trusted dummies 


B. GAF (formerly known as American I. G. Chemical Corp. (AIG) ) 

(1) Organization. GAF was organized as a Delaware corporation in the early 
part of 1929. Asin the case of Chemie, Farben’s sponsorship was open and, also 
as in the case of Chemie, Farben did not become a record stockholder. 

Farben contracted with the National City Bank that it “would cause’ GAF 
to be organized with a capital of 3 million no par common A shares and 8 million 
$1 par common B shares. Further, that it would cause to be transferred to GAF 
stated stockholdings (which were in fact owned by Farben) in General Aniline 
Works and Agfa Ansco, plus $10 million in cash. Farben guaranteed the prin- 
cipal and interest of a $30 million issue of debentures to be sold to National 
City Bank.’ In consideration, there were to be issued to Farben “and/or to some 
company affiliated with” Farben 400,000 shares of common A stock and 3 million 
of common B stock of AIG (agreement of April 24, 1929, between Farben and 
National City Bank). 

There is abundant evidence, aside from the terms of the agreement with Na- 
tional City Bank, that GAF was a Farben creation. For example, Hermann 
Schmitz negotiated the deal with National City Bank; the prospectus for the 
sale of the debentures was stated to be based on information by Schmitz and 
Greif of Farben; and the board consisted of 3 top officers of Farben, 3 
Americans closely identified with Farben’s sales and other companies in the 
United States, and 4 prominent American industrialists and bankers.’ 

(2) Subscription to GAF’s stock.—Although GAF was to become a holding 
company for what until then were Farben’s American assets, the Greutert firm 
and not Farben contributed the assets in the subscription of GAF"’s stock, in 
performance of the agreement between Farben and National City Bank. The 
assets to be contributed—120,000 common and 20,200 preferred shares of Agfa 
Ansco, and 58,500 shares of General Aniline Works—were ostensibly bought by 
Greutert from Farben shortly before the transfer to GAF. 

Other evidence confirms that Greutert was acting for Farben and at Farben’s 
direction in the subscription to GAF’s stock. For example, the Greutert firm 
was represented by Schmitz, who was neither an officer nor a member of Greutert. 


* There were also cross holdings between Chemie and Norsk Hydro. At the time of 
vesting Chemie owned 13 percent of Norsk Hydro’s outstanding stock and Norsk Hydro 
owned 6 percent of Chemie’s outstanding stock. 

*Investment Trusts and Investment Companies, report of the Securities Exchange Com- 
mission, June 9, 1941, pt. IV, p. 137, note 819. The debentures were retired in 1945. 

5 The last four became directors because of their business connections with Farben. and 
not with Chemie. A significant postscript to their participation in GAF’s affairs appears 
from the testimony of one of the four, Teagle of Standard Oil, concerning his owner: hip 
of $500,000 shares of GAF B stock from 1929 to 1934. When testifying before the SEC, 
Mr. Teagle did not know, among other things, who was the beneficial owner of the stock 
registered in his name (report of the Securities and Exchange Commission, supra, p. 140). 
The upshot of the investigation was that none of the Americans who testified seemed to 
know anything about the beneficial ownership of AIG’s stock. Greutert and the other 
Swiss record holders refused to give any information (report of the Securities and Ex 


change Commission, supra, pp. 145-146, note 863; letters of July 8, August 12. and 
August 18, 1937). 
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Greutert’s subscription to $1 million worth of the debentures was initially 
agreed upon between National City Bank and Schmitz on April 24, 1929. When 
Greutert thereafter confirmed Schmitz’ agreement to National City Bank and 
inquired when it should make payment, National City Bank replied that it had 
already received payment for Greutert’s account from GAF. 

(3) Distribution of the stock of GAF.—Chemie has stated to this committee 
that it has owned more than 90 percent of the stock of GAF since the latter 
company was founded and that it paid the equivalent of more than $50 million 
for the assets. The shares were vested as the property of I. G. Farben and, 
in his answer to Chemie’s complaint, the Attorney General has denied that 
Chemie owned the vested shares. 

Rather than showing ownership by Chemie, the record shows the following: 
When AIG was organized, Greutert received 400,000 shares of common A and 
3 million B shares, the total of AIG’s issued stock, in return for the Agfa and 
GAW shares and the $10 million in cash. The shares were immediately there- 
after distributed by Greutert to various holders. Only some A shares, and no 
B shares whatever, were transferred to Chemie. The 3 million B shares were 
distributed by Greutert, in amounts ranging from 25,000 to 500,000, to various 
GAF officers, Farben officers, and Farben-connected individuals in the United 
States, and in large amounts to Greutert itself and various Dutch and Swiss 
companies. 

In subscribing to the initial issue and in making the first distribution of the 
GAF stock, Greutert, according to the Swiss Compensation Office, admitted to 
have been acting for the I. G. consortium, a syndicate account on its books 
consisting largely of Farben assets. Thereafter, the stock changed hands by 
many intricate transfers to and from Greutert, consortia accounts on Greutert’s 
books, and various subsidiaries, both Swiss and Dutch. Many of these trans- 
fers were subject to options to repurchase at the original price, to guaranty 
agreements, nomineeships, and other arrangements casting doubts upon the 
genuineness of the transfers. The exact chain of title to the shares will be 
known only if and when Chemie complies with the order of the district court 
for the production of the Sturzenegger records. 

As to Chemie’s contention that it paid the equivalent of more than $50 million 
for the GAF shares, the record shows to the contrary that no fair value was 
paid by the Swiss for Farben’s American assets when the latter were “bought” 
from Farben and then immediately contributed in the subscription of the GAF 
stock. The “purchase” prices were so low that the sales could not have been 
bona fide but rather merely were fictitious and nominal transfers within the 
Farben organization to Greutert as Farben’s foreign outlet. Thus, the 58,500 
shares of General Aniline Works’ stock transferred to GAF were “sold” to 
Greutert at a 25 percent loss within a month after Farben had completed its 
acquisition of the total capital of General Aniline Works. The loss was em- 
barrassing to Farben’s accounting bureau, which pointed out to Schmitz that 
the shares were yielding a good profit and that the loss taken on the sale to 
Greutert could not be justified to the tax authorities. The accounting bureau 
asked whether the loss could not be considered ‘‘as a reserve for which Greutert 
is liable to us.” Another such transfer was of Winthrop’s stock. In 1928, 
Farben “sold” its half stock interest in Winthrop Chemical Co., including divi- 
dends for 1928, to Greutert at the book value of $300,000. The dividends, de- 
clared soon afterward, amounted to $869,000. Roesch, soon to become a Chemie 
director but at that time still a director of Farben, had to inquire of Hermann 
Schmitz personally how to enter that strange “sale” in the books. 


Ilf. FARRBEN’s RELATIONSHIP WITH CHEMIE GREUTERT AND GAF 


4. Chemie Greutert 

The business of Chemie consisted exclusively of holding stock in companies 
in which Farben was directly interested. Admittedly Chemie did not exercise 
any operational or management functions; admittedly Chemie was only an 
investor, and the companies whose stock was entrusted to it by Farben contin- 
ued to be technically controlled and operated by Farben. 

jreutert/Sturzenegger was the private banker of Farben. Farben’s money 
was remitted from abroad via Greutert/Sturzenegger in order to conceal both 
the connection and the money from prying eyes. Greutert/Sturzenegger kept 


6In 1934, a German court described the Greutert first as “the banking house of I. G. 
Farben in Europe outside of Germany” and as an “institution of I. G. Farben abroad.” 
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Farben's deposits, lent it money, kept its securities, sent its mail to Japan via 
Siberia, cloaked its ownership of stock in foreign companies, recommended 
cloaking agents to it, and otherwise did for Farben miscellaneous operations, 
At the outbreak of the war, Farben advised all of its foreign agents that re- 
mittances from abroad coming via New York should be sent exclusively to the 
Sturzenegger firm, without mentioning the name of L. G. Farben, its repre 
sentatives or its customers. Apparently the firm had no business other than 
Furben-connected interests. And throughout that period, Chemie was a silent 
partner in Greutert/Sturzenegger, unbeknownst to its stockholders 

Chemie and Greutert/Sturzenegger also served as cloaks for Farben through- 
out the world. A discussion of some of their cloaking operations will be found 
under point V, infra, pages 27 to 30. 


B. GAF 


The spirit in which GAF’s affairs were to be conducted became clear at the 
first mecting of its board on April 26, 1929. At that meeting the board author- 
ized the officers “to loan any part of the company’s available funds” to Farben 
or Chemie. The $10 million paid by Greutert as part of the consideration for 
the issuance of the corporation's stock was immediately on its receipt loaned to 
Deutsche Laenderbank, the house bank of Il. G. Farben. By July of 1920, $17 
million of the $27 million received as the proceeds of the debentures were loaned 
to Farben or its affiliates. Of the total of $27 million thus loaned only $2 million 
were repaid in cash, the balance being made up, by the end of 1932, in securities. 
Many of these security transactions involved a transfer from Farben to Greu- 
tert or Chemie and then a further transfer to GAF. In several of these trans- 
fers, the price or other consideration was so low as to suggest either that Farben 
was making a gift to Greutert or GAF or was merely transferring its money 
from one pocket to another. For instance, in one of the transactions Farben 
ransferred to GAF in 1930 a large block of Standard Oil shares which it had 
cbiained as part of an international patent agreement with Standard Oil. 
Farben’s sale of the Standard Oil shares was at $4,500,000 under the market 
value. Similarly, the above-mentioned stock interest in Winthrop Chemical 
Co., which Farben had “sold” to Greutert in November 1928, was resold by 
Greutert in April 1929 to General Aniline Works for $250,000, subject to an 
option to repurchase. The option was ultimately canceled in 1940 for $150,000 
paid to Greutert. The 1929 dividend on that stock, alone, amounted to over 
$800,000. 

It is clear that throughout the period between GAF’s creation and the war, 
Furben was GAF’s master. Chemie had no technical personnel and did not 
participate in the management of GAF. Farben’s control of GAF rested on 
a variety of bases, each of which would probably have been sufficient. First, 
Hermann Schmitz, chairman of the board of Farben until the end of World 
War II, was president of GAF from 1929-1936 and chairman of the board 
from 1936-1939. His brother, Dietrich A. Schmitz, was president of GAF from 
1936 until 1941. GAF’s board was Farben-dominated;* the executive com- 
mittee, composed of Farben men, in practice made all the company’s decisions ; 
and proxies for the majority of its stock were given to the Farben members 
of GAF’s board and executive committee.® 

Finally, Farben exercised a technical control of generally recognized effec- 
tiveness. GAF had no or little research facilities and was dependent upon 
Farben’s know-how. Practically all patents of GAF were on inventions by 
I. G. Farben.’ Under an early contract Farben had undertaken to supply GAF 
with intermediate products. Throughout the years GAF was so operated that 
it was dependent upon Farben’s intermediates for a large part of its dyestuff 
production. GAF’s technical personnel, such as chemists and plant managers, 
enme from Farben’s German plants. The GAF personnel regularly returned 
to Germany for instructions in Farben’s latest scientific developments. Like- 
wise, Farben’s technicians frequently were sent to supervise the installation 
of new equipment and facilities of GAF and to supervise its manufacture of new 
lines of dyestuffs. The significance of this general relationship is twofold. 


7 At the outset there were 10 board members: Schmitz, Bosch, and Grief, high-ranking 
Officials of I. G. Farben; Metz, Weiss, and Kuttroff, of American sales and other com- 
panies closely tied to Farben: Teague, Mitchell, Ford, and Warburg. 

8 At stockholders’ meeting proxies for substantially all the stock were made out to the 
eae and were voted by Grief, Duisberg, or D. A. Schmitz, each closely identified 
wit arben. 

® For instance, 98.5 percent of the 3,290 patents in the dyestuff and related fields, owned 
by GAF as of December 31, 1941, came from Farben. 
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On the one hand it demonstrates the extent of control of Farben over GAF 
prior to the war. On the other hand, it provided ample means for the reestab- 
lishment of Farben’s control over GAF after the war.” 


IV. 1939-40 CHANGES IN THE FARBEN-CHEMIE-GAF RELATIONSHIP 
CANCELLATION OF THE DIVIDEND GUARANTY-OPTION AGREEMENT 


I. G. Chemie has stated to this committee that in June 1940 the “only important 
contractual relationship between Interhandel and German interests was irrevo- 
cably terminated.” Under point II A, supra, pages 8-12, we outlined the different 
ways in which Farben exercised control over Chemie. The contractual control by 
means of the dividend guaranty-option agreement of 1929 was only one of the 
means of control. There were others, especially Farben’s control of Chemie 
through the Greutert/Sturzenegger Complex. It is the position of the Attorney 
General that the “cancellation” of the dividend-guaranty agreement in 1940 was 
merely a cloaking device. Under the contract Farben had the valuable option 
to purchase, at any time, any or all of Chemie’s assets at their book value. When 
war broke out in Europe in September 1939, Farben hastily, on September 22, 
1939, changed the option right into a right of first refusal, without receiving any 
consideration whatever. And when the war spread and entry of the United 
States into the war became imminent, Farben took further steps to “de-Farben- 
ize” Chemie and ‘“Americanize” General Aniline & Film Corp., leading to the 
alleged “cancellation” of the contract. 

A three-point program was adopted in June 1940 designed to de-Farbenize 
Chemie.” Fifty thousand of Chemie’s 50-percent paid shares were acquired by 
Chemie from Farben for retirement, reducing the extent of the openly German- 
held Chemie shares;” Hermann Schmitz withdrew from the presidency of 
Chemie; and the guaranty-option agreement was canceled. ™ 

This “cancellation” was effected only under pressure of the oncoming war and 
was in accordance with the general policy of the German Government to permit 
the cloaking of Germany’s foreign assets. Farben’s correspondence with its 
Government at the time demonstrates that the “cancellation” was pursuant to 
that policy. 

In the years immediately prior to World War II, the policy of the German 
Government was to permit German firms to conceal, or “cloak,” their foreign sub- 
sidiaries, bank balances, and other assets, in order to avoid seizure in the event 
of war. Jurisdiction over this activity was in the Reich Ministry of Economics. 
Under the regulations and orders issued by the Ministry of Economics, a German 
firm could transfer title to its foreign assets only if licensed, and licenses were 
granted only if the transfer was accompanied by proper guaranties of retransfer 
to German ownership on demand. 

During the 1938 crisis over Czechoslovakia when war seemed near, the Ministry 
of Economics issued a “top secret” order to the regional offices, dated September 
24, 1938, reading as follows: 

“Within the last few days applications were submitted to me concerning assign- 
ments or transfers to neutral trustees of German assets located in countries which 
in case of war may be expected to be enemy territory. 

“Since it is not possible to predict the development of the international situa- 
tion with certainty, I authorize you herewith to grant such applications subject 
to the following directives. The transfer of assets (stock, shares, share certifi- 
cates, export claims, stocks of goods, etc.) to residents of countries which may be 
expected to remain neutral may be authorized in each individual case if a re- 


10 Gadow, a Chemie director, reassured Farben in 1940 that cancellation of the dividend 
guaranty-option agreement, which linked Chemie with Farben, would not be harmful to 
Farben, pointing out that Farben could always force a resumption of the ties between 
Farben and Chemie by withholding know-how from GAF. 

1 As a related measure, Farben, in May 140, sold about 600 of its most important 
American patents in the fields of organic chemistry and plastics to GAF for $500,000, 
with the expectation that the sale would avoid vesting and the opening up of the patents 
to competitors and permit resumption of profitable business with GAF after the war. The 
contract of sale provided that transfer of the know-how should be the subject of future 
consultations and would require additional payments by GAF. 

12For exchanges with the Chemie shares, Farben had to issue new shares of its own. 
As it explained to the Reichsbank, the issuance of the new shares meant a loss of over 
RM37 million. 

13 Farben did not receive any specific consideration for the alleged “cancellation” of its 
valuable right of first refusal to acquire all of Chemie’s assets. 
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ssignment to the German owner remains possible at all times. Of course, licenses 

ivy only be issued to reliable German firms, which may be trusted not to avail 
hemselves under any circumstances of this opportunity to transfer property ille- 
cally to foreign countries or to leave their foreign assets abroad for periods longer 
than is usual. To illustrate, the assignment of export claims must not result in 

ving the proceeds delivered to the Reichsbank at a date later than is usual, 
except for unavoidable delays such as in the case, e. g.. of an export claim 
gainst England which is collected from Zurich and then remitted from there 

Berlin. 

In issuing licenses it shall be stated explicitly that they are issued as an 
exception’ and that, also in the interest of the applicant, strict secrecy must be 
bserved toward any individual not concerned with such measures 

“The issuance of the licenses does in no way imply that | am convinced that 
such measures are necessary at the present moment. On the other hand I, for 

y part, do not want to be responsible for the loss of German assets which 
ertain firms by utilizing their business connections might be able to safeguard 
from a loss which might be incurred as a result of the denial of such applica 
tions if and when contrary to expectations international complications should 

rise. I further request that the issuance of licenses be handled in such a way 
that the firms will not gain the impression that the Reich Minister of Economics 
considers such measures necessary.” 

After resolution of the Czech crisis at the Munich Conference, these instruc- 
tions were canceled. However, on September 9, 1939, immediately after the 
outbreak of war, they were reinstated by a directive from the Minister of 
Economies to the regional directors which said: 

“In view of the present international situation, it will be necessary that 
companies and enterprises abroad which, in accordance with the provisions of 
RE (General Order) 152/36, are subject to German foreign exchange control, 
be cloaked. It is a matter of urgent concern that these companies be seasonably 
and effectively cloaked so that they will be able to continue to serve, so far as 
possible, as strong points of German trade. The transformation which these 
companies will have to undergo shall be made for the ultimate purpose of 
civing them the appearance of foreign enterprises Whose independence can be 
conclusively shown. It must be expected that companies unable to prove their 
independence from Germany will encounter difficulties and be unable to fulfil 
their functions. In many cases it will therefore be advisable to abandon pre- 
existing formalized, legal ties with their German parent companies if the parent's 
actual control, insured by other means, remains strong enough to safeguard its in- 
terests. Accordingly, it seems inadvisable to exercise control directly through 
foreign trustees who, e. g., hold a majority of shares in trust for a German 
company because of the danger that the trustee will be questioned under oath 
about the nature of his interest in this property.” 

The hasty change on September 22, 1939, of Farben’s option right into a 
right of first refusal, followed within 2 weeks of this urgent order, and the 
“cancellation” of the dividend guaranty-option agreement in June 1940 was in 
aceord with the directive of the German Government. The atmosphere of that 
cancellation appears from the basic application of Farben to the Reich Ministry 
of Economics, dated May 15, 1940, which outlined the general idea and purpose 
of the rearrangement of Chemie’s relations with Farben. Farben’s application, 
in its entiretly, reads as follows: 

“May 15, 1940. 
“Re Rearrangement of our relations to Internationale Geselleschaft fur Chem- 
ische Unternehmungen, Basle (1. G. Chemie). 
“To: Reichswirtschaftsministerium, [Ministry of Economy], Berlin W 8, Beh- 
renstr. 43. 
“Our reference: Financial Secretariat, 2828—K/Hz/Sm 1485. 

“We are referring today to the conversation which took place on the 6th inst. 
between Mr. Kruger on the one hand, and Ministerialrat [counsellor of a minis- 
terial department] Dr. Schultze-Schlutius and his competent clerk on the other. 

“As you know, by special measures we have—through Internationale Gesell- 
schaft fur Chemische Unternehmungen, Basle (I. G. Chemie), connected with 
us by a community of interest-contract, made in 1928—established strong points 
for our export in various countries a.o. in America. Our strong points in the 
United States of America have hitherto been General Aniline Works and Agfa 
Ansco Corp., subsidiaries of American I. G. Chemical Corp.; these companies 
have recently merged in General Aniline and Film Corporation. 
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“Based on our experiences of World War I our constant endeavor since the 
outbreak of the present war has been to protect this American company from 
interference of our American competition, even in the event of warlike compli- 
cations with the United States of America. In order to enable said manufactur- 
ing plants to support us effectively in our export efforts we had to keep them up 
to date with regard to the technique of manufacture. For this purpose, we have 
made very important experiences and manufacturing processes available to 
them. All our and our American friends’ endeavors tend to prevent that by a 
forcible proceeding of the American authorities our competitors are enabled to 
lay hands on these enterprises and to obtain in this Way our experiences, as it 
happened in World War I. 

“Since the beginning of this year, several of our American friends stayed 
alternately in Basle and conferred regluarly with us how to meet best the said 
danger. The weak point of the present situation is that the American company 
is blamed for its strong dependence on Switzerland, by pointing out that the 
Swiss Company is so strongly tied to I. G. that the American enterprise can be 
looked upon as being under German influence. After many discussions, con- 
ferences and considerations, we agreed upon to choose the following way in 
order to rearrange the relations between the three companies: 

“(1) General Aniline and Film Corporation is to be somewhat more Ameri- 
canized by acquiring from I. G. Chemie nominal 1,000,000 B shares of its own 
company (hitherto all 3,000,000 B shares were in possession of I. G. Chemie and 
its friends, respectively). 

“(2) I. G. Chemie is to be freed from the connections, which can be inter- 
preted as being under German influence, in the following way: 

“(a) by cancelling the dividend-guarantee agreement between I. G. and 
I. G. Chemie including the option, granted to us on I. G. Chemie’s participa- 
tions, which at the beginning of the war has been changed into a first right of 
refusal. 

“(b) by I. G. Chemie acquiring such a number of the I. G. Chemie shares 
in German possession (about 28 percent of the capital of I. G. Chemie—I. G. 
itself has no share) against payment in Foreign Exchange at the Swiss rate 
of exchange of the day, that by no means more than 15 percent of the 
capital of I. G. Chemie remain in the possession of German shareholders. 

“(c) by Geheimrat [title] Schmitz resigning his position as chairman of 
the board of administration of I. G. Chemie. 

“As we pointed out to you recently, we have only after thorough deliberations 
come to the conclusion to consider these measures, careful examinations having 
shown that the way now planned offers the best chance to maintain our inter- 
ests. We know by experience, that our American friends are handicapped in 
their work for us by the existing ties and believe to have to help them in defending 
our interests by carrying through the said measures recommended by them to us. 

“The matter is particularly urgent, since the term for the declaration of 
parentship of the American company, having been postponed several times, will 
finally expire on May 30 of this year. The president of the American company, 
D. A. Schmitz, who at the moment stays in Basle and will embark for America 
from Genoa, latest on May 18, is ready to take immediately the necessary steps, 
pursuant to the said measures—regardless of the fact that the transactions 
between I. G. Chemie and I. G. cannot be fully carried through until that date— 
provided we give him the assurance previous to his departure, that the execution 
of the discussed measures has been commenced, and that the permits possibly 
required for certain transactions have been promised to us on principle by the 
authorities. 

“Hitherto we have always kept you informed about the development and 
shape of our American connections and therefore wanted to inform you also 
about these decisive measures, requesting you to give your agreement to the 
planned procedure and, at the same time, to hold out to us, on principle, 
prospects of a permit for the actions which result from the transactions and 
may be subject to authorization. 

“The urgency of the matter is stressed by the fact that we have decided to 
secure a further part of the great number of our patents in the United States 
of American by selling the same to General Aniline and Film Corporation. The 
transfer, which appears to us to be the only possible way for a security, will 
entail a considerable amount of incoming Foreign Exchange. On principle, the 
payment of a share out of the future proceeds from the patents is thought of 
as compensation. The American Company, however, is willing to make a single 
payment of a large sum, which we estimate at $500,000 on this share, on the 
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nderstanding that the said rearrangement of the relations between General 
\niline and Film Corp., L. G. Chemie and I. G. is made first 

“We hope that it will be possible for you to let us know during the course of 

is day, latest on May 16, 1940, whether you agree with us, so that we, on our 
art can inform the president of the company before his departure. 

Heil Hitler, 
I. G. FARBENINDUSTRIES AKTIENGESELLSCHAFT, 
[stamped] sud. KRUGER, 
sgd. by order Henze.” 

Other statements by Farben confirm that the “cancellation” of the dividend 
guaranty-option agreement was a cloaking device. In a letter of June 11, 1940, 
to the Central Association of German Banks, Farben described the “cancellation” 
is its method of cloaking its American assets: 

Vith the approval of the Reich Ministry of Economics and the Reichsbank 
Directorate, we are concerned at present with a big transaction, which, for the 
safeguarding of our interests abroad, aims at turning the I. G. Chemie, Basle, 
which has heretofore been connected with us by a dividend-guarantee agreement, 
into a Swiss company and at Americanizing the former American |. G. Chemical! 
Corporation, New York, which has likewise been closely connected with us and, 
in accordance with a merger agreement, has adopted, together with some hither- 
to independent enterprises of its circle, in the name of General Aniline and Film 
Corporation. In connection with this transaction, it is planned among other 
things that the I. G. Chemie, Basle, acquire from German holdings 50,000 of its 
own shares, 50 percent paid, for the purpose of withdrawing them. With the 
exception of a small difference, the purchase price will be paid in free foreign 
exchange to be delivered immediately to the Reichsbank, so that aside from 
the general interest of the authorities in protecting German assets abroad, it 
will also be of particular interest from this aspect to the Reichsbank and the 
Reich Ministry of Economics that this transaction be carried out.” 

On the same date Farben wrote to the German Ministry of Economics: 

“The whole transaction has been worked out in detail in accordance with the 
competent Reich authorities and has been approved by same, since they are 

trongly interested in it on account of the securing, highly important from a 
political-economic view, of our American interests and of the incoming of foreign 
exchange connected with the sale of the I. G. Chemie shares into Switzerland.” 

And after our entry into the war, Farben acknowledged that it had cloaked. 
On December 19, 1941, it wrote to the German Ministry of Economies: 

“In spite of cancellation of all formal legal relations between I. G. Chemie 
and us, I. G. Chemie—as you know from our various applications—is of great 
importance to us, being administrator of very considerable American interests 
of our company, lying in General Aniline and Film Corporation, New York. 
Already for a long time these relations result in great difficulties for I. G. 
Chemie, which, undoubtedly, will still be increased by the formal state of war 
between Germany and U. S. A. Therefore, I. G. Chemie cannot expect that 
during the next years it wil get out of its main participation, viz, General 
Aniline and Film Corporation, any proceeds whatever, at least not for dis- 
tribution to its shareholoers. This fact resulted already in an extremely strong 
pressure on the price of I. G. Chemie shares. The greater must be I. G. Chemie’s 
endeavors—which we have to support—to be able to balance at least as fav- 
orably as possible its European participations, in order to present a halfway 
satisfactory balance sheet.” 


V. OTHER CLOAKINGS BY CHEMIE-GREUTERT/STURZENEGGER FOR FARREN 


In its statements to this Committee, Chemie has contended that its activities 
were nothing but ordinary business transactions of a neutral company. We 
have shown supra under III A, page 15, that Chemie’s exclusive function was 
to hold stock in companies in which Farben was directly interested and that 
Greutert/Sturzenegger, Chemie’s affiliate, was nothing but Farben’s private 
banker, without other business, and its secret agent throughout the war. Here 
we shall list some of the cloaking operations of Chemie and Greutert/Sturzeneg- 
ger, other than GAF. 

Farben’s practice was to own its foreign assets through dummies. The 
standard cloaking arrangement was for the nominal holder of the stock to re- 
ceive a loan in order to make the purchase, to give an option to Grentert or 
Farben for the repurchase of the stock, and to receive a guarantee that the 
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dividends would exceed the rate of interest on the loan. The stock was often 
pledged to secure the loan and so the nominal holder did no more than lend his 
name and take a small guaranteed profit. Formalities were dispensed with in 
the case of cloaking by Chemie or Greutert because, as Farben told the German 
Government, their selection as stockholders in the cloaked companies was a 
guarantee that Farben’s “influence” would be “maintained to its full extent.” 

Throughout the entire prewar period, many of the Farben interests in corpora- 
tions throughout Che world were held by Chemie, Greutert, and individuals as- 
sociated with Chemie or Greutert. In a substantial number of cases the cloak- 
ing extended beyond our entry into the war. 

Parta-Bayer-French Sales Companies.—Parta A. G. was a Swiss corporation, 
wholly owned by Osmon A. G. which was in turn wholly owned by Chemie. 
Between 1934 and 1944 Parta held, as “trustee” for the Bayer division of Farben, 
shares in certain French sales companies which acted as outlets for Bayer prod- 
ucts. Parta had nominal title but, with Parta’s consent and active cooperation, 
Bayer directed the activities of the French companies. In December 1944, Osmon 
gave all of the Parta stock to the manager of the company simply for his promise 
to pay 230,000 Swiss francs, should there be any surplus on liquidation. 

Parta-Chehamij-Mapro.—Chehamij (N.-V. Chemicalien Handelsmaatschappij, 
Amsterdam) is a Dutch corporation which cloaked Farben's ownership of its 
dyestuff sales agencies in England, Holland, Belgium, and Sweden. Parta (and 
thereby Chemie) owned a one-quarter interest in Chehamij and Greutert had a 
dominant interest in Mapro, which owned a half interest in Chehamij. In 1939 
Mr. Sturzenegger negotiated with Farben a dividend guaranty for the Chehamij 
shares subscribed for by Parta. Payments on this guaranty were made by Farben 
to Parta through 1944. 

Mapro, controlled by Greutert/Sturzenegger, likewise served as a cloak for 
Farben’s sales organizations in India. Parta also held a block of stock in one 
of these companies, Bayer Remedies, Ltd., Bombay, as a nominee for Farben. 

Romanil, Bucharest.—This company was the Farben owned sales company 
in Roumaniu. In 1938 Greutert became the owner of 30 percent of its shares as 
trustee for Farben; on his death Sturzenegger took over this function and con- 
tinued it until 1945. 

Athanil, Athens.—This company was the Farben owned sales company in 
Jreece. Until 1938 Greutert himself held some Athanil shares in trust for Far- 
ben. Then Greutert (and on his death, Struzenegger) financed the holding of 
the shares by a dummy in Athens as trustee for the Greutert/Sturzenegger firm 
which, in turn, acted as a trustee for Farben. In April 1943 Farben gave the 
Sturzenegger firm its written commitment to purchase the shares, a promise 
which it had previously refrained from giving “for reasons of cloaking.” 

Budanil A. G., Budapest.—This company was the Farben sales company in 
Hungary. Carlo Mollwo, a former employee of Metallgesellschaft who had be- 
come an employee and, for a time, a partner of Greutert, held a portion of 
Budanil’s shares. Mollwo was a prominent member of the group forming the 
Greutert/Sturzenegger Complex. He held the Budanil shares under the usual 
arrangement; he took a loan with which to pay for the shares; gave to Farben 
an option to buy and received a guarantee that dividends would slightly exceed 
the rate of interest on the loan. 

Defa, Arnhem.—Mollwo also held, as trustee for Farben, shares of this Dutch 
company, which was the Farben dyestuff sales agency in Holland. 

Trafford Chemical Co., England.—Gadow, brother-in-law of Herman Schmitz, 
was a director of Chemie until 1945. Between 1939 and 1945 he kept custody, 
as apparent owner, of 147,000 shares of Trafford, which were owned by Farben. 
They had been left with Gadow by Gierlichs, a Farben lawyer. 

South American Sales Companies—Sturzenegger and Auer.—On March 28, 
1940, 4 Farben officers came to Basle to consult with Gadow and Roesch of 
Chemie and with Sturzenegger. The subject was the procurement of a trustee 
for Farben’s South American sales companies. Sturzenegger procured Dr. Jacob 
Auer, a relation of Greutert and a stockholder of Rigidor, one of the firms in the 
Greutert/Sturzenegger Circle, to act as the cloak. Subsequently, into the war 
years, Sturzenegger passed both written and oral communications from Farben 
to Auer and from Auer to Farben. 

Winnica.—In 1935 Chemie acquired Farben’s half interest in Winnica, a Polish 
dyestuff company. Ostensibly Winnica was owned exclusively by French in- 
terests but it was actually managed by Farben and the French dyestuff cartel 
jointly. The transfer to Chemie concealed the fact that I. G. Farben of Germany, 
not popular in Poland, had an interest in a Polish firm. Chemie held on to the 














= oD 


ee a CY FS 


—— Se ae Pe 





RETURN OF CONFISCATED PROPERTY o1l3 


stock during the German occupation of Poland. It resold the stock to Farben in 
1943, without any loss, though by that time the Winnica plant had become prac- 
tically worthless due to Nazi spoliation. 

Deutsche Lacnderbank.—Throughout the war Chemie, together with Sturze- 
negzer, held title to over 60 percent of the stock in the Deutsche Laenderbank, 
Berlin. That bank was not just an ordinary German bank. Schmitz was a mem- 
ber of its board, and it was located in Farben’s Central Finance Building. It 
was the housebank of Farben handling Farben’s big financial deals. Mr. Greu- 
tert himself, as long ago as 1926, had written that “the Laenderbank is the house 
bank of the Farbenindustrie A. G. * * * and is “among the biggest money lenders 
of Berlin.” 

Norsk Hydro.—Norsk Hydro is the biggest Norwegian water power, nitrate 
and aluminum producer. Farben had close operational and contractual rela- 
tions with Norsk Hydro and was represented on its board. After the occupation 
of Norway, Norsk Hydro became an integral part of the German war machine 
as a producer of aluminum. It produced heavy water for the German experl- 
ments in the production of atomic energy. 

At the outbreak of the war Chemie was the owner of about 13 percent of the 
shares of Norsk Hydro, and Farben owned over 12 percent. In 1941, after the 
occupation of Norway, Norsk Hydro increased its capital to participate in a great 
expansion of the Norwegian aluminum production for the benefit of the German 
Air Force, and Chemie subscribed to the new shares. Farben interceded on 
behalf of Chemie with the German Government and the occupation authorities 
in order to obtain authorization for Chemie to pay for the new shares with 
blocked credits in Norway, rather than free currency. In its letter of Decem- 
ber 19, 1941, to the German Government (see supra, p. 26), Farben based its 
request for “special treatment” for Chemie upon the fact that: 

“In spite of cancellation of all formal legal relations between I. G. Chemie and 
us, I. G. Chemie—as you know from our various applications—is of great im- 
portance to us, being administrator of very considerable American interests of 
our company, lying in General Aniline and Film Corporation, New York.” 


THE WASHINGTON ACCORD OF MAY 25, 1946 


Finally, the statements submitted to this committee by I. G. Chemie repeatedly 
refer to the Washington Accord of May 25, 1946, between France, the United 
Kingdom, the United States, and Switzerland.* The contention is made that 
the decision of the so-called Swiss Authority of Review, dated January 5, 1948, 
declaring Interhandel to be Swiss, not German, was a decision under the Wash- 
ington Accord, and that it requires the United States to release the vested 
General Aniline & Film shares. This decision was not reached under the 
Washington Accord and, even if it were, it would have no effect on property 
located in the United States. 

The purpose of the Washington Accord was to resolve differences between 
those nations which fought against Germany in World War II, on the one hand, 
and Switzerland, a neutral, on the other, over the disposition of German assets 
which had been placed in safekeeping in Switzerland, and which that government 
refused to release, either to the Allied powers then governing Germany or to the 
original owners. By its very terms the Accord is limited to “property in Switzer- 
land owned or controlled by Germans in Germany.” This limitation was ex- 
pressly referred to in exchanges of letters at the time of the Accord, and the 
diplomatic history and background of the Accord make it evident that it has no 
application whatever to German-owned property which was located in the terri- 
tcry of the various Allied countries, and was seized by them. 

The Potsdam Declaration of August 2, 1945, had provided that the Allied 
Control Council for Germany should take steps to exercise control and power of 
disposition over German-owned external assets “not already under the control 
of United Nations which have taken part in the war against Germany.” Pur- 
suant to that Declaration the Allied Control Council issued Law No. 5 on October 
30, 1945, claiming title to German external assets. Law No. 5 was the stated 
basis for the unsuccessful Allied approach to Switzerland, demanding pussession 
of German assets in Switzerland. The Allied powers forming the “Inter-Allied 
Reparation Agency” in January 1946 executed the Paris Reparation Agreement, 
signed by 19 countries which had fought against Germany. Part I, article 6, 
paragraph C, of that Agreement, authorized France, the United Kingdom and the 


4% The Accord is reprinted at p. 98 of the committee’s hearings of July 20, 1953. 
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United States to negotiate, on behalf of all the Allies, with neutral countries to 
obtain possession of German assets “in those countries.” This paragraph 
provided : 

“C. German assets in those countries which remained neutral in the war 
against Germany shall be removed from German ownership or control and liqui- 
dated or disposed of in accordance with the authority of France, the Uinted King 
dom, and the United States of America, pursuant to arrangements to be negotiated 
with the neutrals by these countries. The net proceeds of liquidation or disposi- 
titon shall be made available to the Inter-Allied Reparation Agency for distribu- 
tion on reparation account.” 

German assets within the jurisdiction of any of the signatory Governments, on 
the other hand, were to be held or disposed of by those Governments themselves 
(Art. 6, par. A). 

Accordingly, the representatives of France, the United Kingdom, and the 
United States met with representatives of the Government of Switzerland and 
negotiated the Washington Accord of May 25, 1946. Its stated purpose was to pro- 
vide for disposition of *‘ property in Switzerland owned or controlled by Germans 
in Germany.” In addition, during the negotiations leading to the Accord repre- 
sentatives of the United States expressly made clear to the Swiss Government 
that any ruling, under the Accord, as to the character of assets of Interhandel 
located in Switzerland could have no effect on the vested stock of General Aniline 
& Film Corporation in the United States.” 

The Accord is expressed in an exchange of identical letters between the repre- 
sentatives of the three Allied governments on the one hand and representatives 
of the Swiss Government on the other. That the purpose of the Accord was 
solely to resolve a dispute with respect to the disposition of German property 
in Switzerland is made crystal clear from its text which reads, in pertinent part, 
as follows: 

LEGATION OF SWITZERLAND, 
SwisS DELEGATION, 
Washington, D. C., May 25, 1946. 


To the Chiefs of the Allied Delegations, Washington, D. C.: 


GENTLEMEN: In the course of the discussions which have taken place, the Al- 
lied Governments, fully recognizing Swiss sovereignty, claimed title to German 
property in Switzerland by reason of the capitulation of Germany and the exer- 
cise of supreme authority within Germany, and sought the return from Switzer- 
land of gold stated to have been wrongfully taken by Germany from the occupied 
countries during the war and transferred to Switzerland. 

The Swiss Government stated it was unable to recognize the legal basis of 
these claims but that it desired to contribute its share to the pacification and 
reconstruction of Europe, including the sending of supplies to devastated areas. 

In these circumstances we have arrived at the Accord which follows: 


I 


1. The Swiss Compensation Office shall pursue and complete its investigations 
of property of every description in Switzerland owned or controlled by Germans 
in Germany and it shall liquidate such property. This provision shall apply 
equally to the property of such other persons of German nationality as are to 
be repatriated. 


* * * * * * * 
II 


1. Of the proceeds of the liquidation of property in Switzerland of Germans in 
Germany, 50 percent shall accrue to the Swiss Government and 50 percent shall 
be placed at the disposal of the Allies for the rehabilitation of countries devastated 
or depleted by the war, including the sending of supplies to famine stricken 
people. 

* * * * * * * 


This Accord and the Annex have been written in English and French, both texts 
having the same validity. 
Very truly yours, 
STUCKI. 


15 We attach, as exhibit 2, four diplomatic notes of our State Department, of June 18 
1947, April 21, 1948, July 26, 1948, and October 12, 1948, which are part of the record 
in the Chemie case. 
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Exnursir 1 


Altec hmcal 2 to Defendant's Afidarit of November 12, 1948, 
(R 1639) end also liefendant’s Erhebul 14 to the Depoas 
trom of Hams Nturzemegger (R.12595) 


STOCK OMWERSHIP OF THE GREUTERT COPLEZ 
(Aceording te tae SCO, as of 1942) 


Individuals 


| Six individeals’ who were financed, te an wiman 
x total, by Perpetaa, Greutert/Stursemegger and Ri- 
gidor. At least 20% of the stock is still pledged 


with Perpetua ac security. 
SS 


| 1008 


a en 
RIOTDOR, a. ©. | 


| Pledges 
‘ *s 


Individuals 


2/ 
| Eight individuals~, half of whose purchases were 
| financed by "Visca or Rigidor." An wmimom nua- 


ber of shares is still pledged with Rigidor as 
| security. 


QREUTERT ET CIE. - STURZEWBGGER BP CIE. 


V/ Mollwo, Cassani, Grieshaber, Germann, Baller and Aver. 


2/ Wolfensberger, Du Bois, Mollwo, Haller, Sturzenegger, German, Werder and Sutter. 
3/ Mollwo and Du Bais. 
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That the Washington Accord has no effect on German assets sized in the 
various Allied countries is the view of all the Allies. The Assembly of the 
Inter-Allied Reparation Agency “ so stated by resolution of Janaury 14, 1949.’ 
The view has also been affirmed by the Supreme Court of Belgium in the 
Aéroxon case decided in 1953," to our knowledge the only court opinion in any 
country dealing with the contention now raised by I. G. Chemie. There, by 
proceedings in Switzerland under the Washington Accord, the Swiss compensa- 
tion Office had held a Swiss company not to be German-owned. In a later suit 
for the return of the stock of a Belgiam company owned by the Swiss company, 
the Belgian courts dismissed the contention that the Swiss determination under 
the Washington Accord was binding on the Belgian executive or the Belgian 
courts. The Belgian Supreme Court held that the Washington Accord is inap- 
plicable to assets situated in any of the Allied countries and is of no effect regard- 
ing an Allied seizure of assets in an Allied country.” 


ExHIBitT 2 
SOcIETE INTERNATIONALE, ETC. Vv. HERBERT BROWNELL, JR. ET AL. 
Supreme Court, October Term, 1955, No. 500 
PRINTED JOINT APPENDIX 
(Vol. II, pp. 559-572) 
[559] MEMORANDUM 


The Department of State refers to the aide-memoire of the Legation of Swit- 
zerland of June 4, 1947 (R-3800—5b Sch/md) regarding Internationale Handels 
und Industriebeteiligungun A. G. (Interhandel), formerly known as I. G. Chémie, 
Basle, Switzerland. 

The question of the disposition to be made of this case is one which under the 

terms of the Accord and Annex thereto must be dealt with through the Joint 
Commission. Under these circumstances the Government of the United States 
in conformity with the obligations it undertook under the Washington Accord 
of May 25, 1946, is unable to consider the questions raised in the reference note 
in any other forum than the Joint Commission. 

During the course of the negotiations leading to the Accord of May 25, 1946, 
the United States representatives made clear that a decision on the Interhandel 
case can have no effect of any settlement of or decision on the vesting action 
by the Alien Property Custodian of February [560] 1942 of the stock of the 
General Aniline and Film Corporation. The United States Government has 
not changed its views in this matter. 

DEPARTMENT OF STATE, 

Washington, June 18, 1947. 


AIDE-MEMOIRE 


The Department of State desires to call the following matter to the attention 
of the Government of Switzerland. 


The Attorney General of the United States has called to the attention of the 
Department the importance of the problem arising out of the inability of the 
proper authorities of the United States to make any investigations in Switzer- 
land relating to property located in the United States and vested or subject to 


%The Governments of Albania, Australia, Belgium, Canada, Denmark, Egypt, the 
United States, France, the United Kingdom, Greece, India, Luxembourg, Norway, New 
Zealand, Pakistan, the Netherlands, Czechoslovakia, South Africa, and Yugoslava were 
represented. 

The Resolution of the Assembly of the Inter-Allied Reparation Agency. January 
14, 1949, is part of the record in the Chemie case. It is attached hereto as exhibit 3. 

1% Decision of the Belgian Cour de Cassution, in Société Anonyme Etablissements 
Aéroron v. Office des Séquestres, September 17, 1953, 141 Pasicrisie Belge (1954) 1, 
briefly summarized in the April 1955 issue of the American Journal of International Law 
(49A. J. I. L. 259 (1955) ). 


%® A translation of the pertinent portions of the Belgian Supreme Court’s decision is 
set forth as exhibit 4 hereto. 
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esting by the Office of Alien Property of the Department of Justice. The points 
ade by the Attorney General of the United States are as follows: 

1. The question of the relevance of the Swiss-Allied Accord of May 25, 1946, 
to the problem of investigation. 

The comments of the Attorney Generai on this point are as follows: 

“The Swiss Legation, in its aide-memoire of October 1, 1947, has taken the 
nosition that the Washington Accord of May 25, 1946, gives the Swiss Compen- 
sation Office exclusive jurisdiction to make investigations ‘of persons and com- 
nanies on Swiss territory.’ The incident which gave rise to the aide-memoire 
did not concern property in the United States, but the Swiss Compensation Office 
has taken the same position with respect to cases which involve property located 
n this country which has been vested as German. In one such case, all of the 
Swiss parties directly concerned having consented to an examination of evi- 
dence in Switzerland, [561] representatives of the Department of Justice jour- 
neyed to that country to make the agreed-upon investigation. They were there 
nformed by an official of the Swiss Compensation Office that the provisions of 
the Accord prohibit the making of investigations in Switzerland by this Depart- 
ment, and as a result the investigation could not be made. Because of the posi- 
tion taken by the Swiss Government this Department has also been compelled 
to postpone several other important investigations. 

“The position of the Swiss Government is without foundation. The Wash- 
ington Accord obligates the Swiss Compensation Office, which has jurisdiction 
over the assets in Switzerland of firms blocked under Swiss law, to investigate 
the status of property in Switzerland suspected of being German-owned, but does 
not provide that such investigations are to be made by the Swiss Compensation 
Office exclusively. German assets located outside of Switzerland are not within 
the scope of the Accor’, and the Accord does not give the Swiss Compensation 
Office the authority to conduct investigations involving such property. Prop- 
erty vested by the United States, and the investigations this Department de- 
sires to conduct with respect to such property, are governed only by the Trad- 
ing With the Enemy Act, and are wholly unaffected by the Washington Accord 
and the related Swiss statutes with respect to the blocki: » of German property 
by Switzerland.” 

The Swiss Government will note that the position stated by the Attorney 
General is and has been the consistent position of the Government of the United 
States since May 25, 1946, and that, concurrently with the signing of the Accord 
of May 25, 1946, officials of the Department of State stated to officials of the 
Swiss Delegation that the problem of property in the United States held through 
Swiss in- [562] stitutions allegedly on behalf of German nationals was not sub- 
ject to the provisions of the Accord. 

2. The relation of the problem of investigations to judicial action in courts 
of the United States. 

The views of the Attorney General on this matter are as follows: 

“The attitude of the Swiss Government, if maintained, will be brought to the 
attention of the United States courts. A fundamental principle underlying the 
procedure followed in the United States district courts is that each party to a 
lawsuit shall have the right to a full inspection of all relevant documents before 
trial, in order that pertinent evidence may be broucht before the courts. In the 
event that a party is not permitted by his adversary to inspect relevant books, 
records or other documents, an appeal may be made to the court for appropriate 
sanctions, including the entry of a judgment dismissing the suit. It is our in- 
tention, in the event that the Swiss Government persists in its refusal to permit 
this Department to conduct investigations in Switzerland, to appeal to the courts 
for the dismissal of suits instituted by Swiss plaintiffs to recover vested prop- 
erty. The fact that Swiss citizens are the plaintiffs and must carry the burden 
of proof in these cases is a factor which the courts will consider when ruling on 
motions to dismiss filed by this Department.” 

3. The effect of this problem on the possibility of administrative returns and 
on the judicial remedy now provided by the United States legislation. 

The views of the Attorney General on this matter are as follows: 

“The continued refusal by the Swiss Government to permit investigations to 
determine the status of vested property will also prevent the Office of Alien 
Property from making administrative returns based on claims filed [563] by 
Swiss citizens and can result in Swiss nationals losing the right to maintain suits 
for the return of vested property. Such suits are instituted with the consent of 
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the United States. This consent is an act of grace on the part of this Govern- 
ment, revocable at any time and subject to such conditions as the United States 
desires to impose. The continuance of the authorization by this Government to 
be sued by aliens is considered to be conditioned upon the requirement that the 
aliens will comply with the procedures adopted for the conduct of litigation in 
our courts and that the Governments to which the aliens owe allegiance will not 
frustrate the applicable laws of the United States. The Swiss position leaves 
the Department of Justice without means of obtaining information vital to the 
defense of lawsuits instituted by Swiss citizens with the consent of the United 
States. This Government cannot be expected to continue to consent to be sued 
by Swiss citizens if the Accord is employed without warrant by the Government 
of Switzerland to deny to the United States its rights as a defendant.” 

In transmitting these views of the Attorney General of the United States to 
the Government of Switzerland, the Department of State reiterates its desire, 
constantly stated over the course of the past several years, that problems relating 
to the Accord of May 25, 1946, and to questions considered either by the Swiss 
or the United States authorities to be relevant to the Accord may be amicably 
and expeditiously resolved. 

DEPARTMENT OF STATE, 

Washington, April 21, 1948. 


The Secretary of State presents his compliments to the Charge d’Affaires ad 
interim of Switzerland, and refers to the Minister’s [564] note of May 4, 1943, 
with enclosures, concerning the return of assets in the United States claimed 
by I. G. Chemie. In the Minister’s note attention is called to a decision of the 
Swiss Authority of Review “declaring Interhandel [I. G. Chemie] a Swiss 
concern.” 

The Department of State has now consulted with the Department of Justice 
and the Treasury Department, and desires to communicate the following as the 
final and considered view of this Government on the matter. 

As representatives of the Swiss Government have heretofore been informed, 
this Government considers the decision of the Swiss Authority of Review as 
having no effect on the question of the assets in the United States vested by 
this Government and claimed by I. G. Chemie. 

The decision of the Swiss Authority of Review was made on an appeal of I. G. 
Chemie from a provisional blocking ordered by the Swiss Compensation Office 
pursuant to the Swiss Federal Council Decree of February 16, 1945, and not on 
an appeal taken under the terms of the Washington Accord of May 25, 1946. 
The question of whether the assets in Switzerland held by I. G. Chemie are 
German assets which come within the provisions of the Washington Accord is 
still before the Joint Commission. Plainly the decision of the Swiss Auvhority of 
Review, when made as a result of an appeal under a Swiss decree rather than 
as a result of an appeal by the Joint Commission or by an interested party under 
the Accord, is not binding upon the United States, even as to the status of I. G. 
Chemie assets in Switzerland. 

In any event, the Washington Accord governs only property in Switzerland 
owned or controlled by Germans in Germany, the proceeds of which ure to be 
used as specified in the Accord. Assets subject to vesting in the United States. 
whether or not they have been vested, are clearly without the scope of the 
Accord. The decision on I. G. Chemie’s claim to assets in the United States is 
solely one for the [565] Attorney General under section 32 of the Trading with 
the Enemy Act, as amended (Public Law No. 322, 79th Cong., 2d sess., 50 U. S. C. 
App. sec. 32), or for the United States courts if suit should be instituted under 
section 9 (a) of the Trading With the Enemy Act. 

The views of this Government were clearly stated in the negotiations leading 
to the Accord of May 25, 1946. Thus in the memorandum of June 18, 1947, reply- 
ing to the Aide-Memoire of the Swiss Legation of June 4, 1947, raising the same 
point as now raised, the Department stated: 

“During the course of the negotiatioins leading to the Accord of May 25, 1946. 
the United States representatives made clear that a decision on the Interhande! 
[I. G. Chemie] case can have no effect on any settlement of or decision on the 
vesting by the Alien Property Custodian of February 1942 of the stock of the 
General Aniline and Film Corporation. The United States Government has not 
changed its views in this matter.” 

In its Aide-Memoire of April 21, 1948, the Department also expressed agree- 
ment with the view of the Attorney General of the United States that “German 
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ssets located outside of Switzerland are not within the scope of the Accord 
* * * Property vested by the United States * * * [is] wholly unaffected by the 
Washington Accord * * * .”. The Department further pointed out that this has 
been the consistent view of the Government of the United States since May) 
o>, 1946, and that, concurrently with signing of the Accord this understanding 
was stated to, and understood by, Swiss officials. 

This Government's consistent interpretation of article IV of the Accord has 
heen that it relates only to the establishment of a procedure for the anblocking 
of Swiss assets in the United States; and, as is true of the entire Accord, ‘t iu 
no way relates to assets in the United States [566] vested or vestible under the 
Trading With the Enemy Act. This interpretation follows the intent of tix 
negotiators of the Accord. It will be recalled that the implementation of this 
article took the form of an agreement between the Treasury Department and the 
Swiss Minister of Finance for the defrosting of the frozen Swiss assets in the 
United States. Moreover, under this agreement the Swiss Government was 
precluded from certification of assets in the United States deemed by this 
Government to be German tainted or otherwise ineligible for certification, even 
though claimed by enterprises organized in Switzerland. 

It is therefore clear that no clause of the Accord touches upon or affects 
in any manner assets or properties in the United States in which a direct or 
indirect German interest is asserted and the status of such assets or properties 
is not subject to any of the procedures of the Accord. The decision of the Swiss 
Authority of Review is not relevant to the vesting of the property in question 
and the contention that the assets claimed by I. G. Chemie in the Untied States 
should be released must therefore be rejected. 

DEPARTMENT OF STATE, 

Washington, July 26, 1948. 


The Secretary of State presents his compliments to the Honorable the Minister 
of Switzerland and has the honor to refer to the Legation’s note of September 7, 
1947, concerning assets in the United States claimed by I. G. Chemie. 

After careful consideration of the points made in the Legation’s note, this 
Government reaffirms its views stated previously. The question of the return 
of the property formerly owned by I. G. Chemie and now vested under the Trading 
With the Enemy Act is wholly beyond the scope of the Washington Accord 
of May 25, 1946, and is governed solely by the statutes of the United States 
The question is far beyond any permissible construction of the Accord and is 
therefore not subject to the arbitration clause of the Accord. 

[567] There follow certain detailed comments on the points raised in the 
Legation’s note, which should not, however, be taken as limiting the finality and 
generality of this Government’s firm views on the question, both as expressed at 
this time and on prior occasions. 

The first point raised by the Legation is to the effect that the decision of the 
Swiss Authority of Review recognizing I. G. Chemie as a Swiss corporation, is 
binding upon the signatories of the Washington Accord. The point is of no 
significance with respect to the instant claims by I. G. Chemie. That claim 
relates to the return of property located in the United States and subject to this 
Government’s powers of seizure, and, as has been made clear by this Government, 
such property is nowise subject to the Accord. However, since the Legation 
seems to stress that the Authority acted under the Accord, it may be pointed out 
that the Legation is in error. 

The proceeding before the Authority of Review was not one under the Accord, 
but was rather an appeal by Chemie from the provisional blocking under the 
Swiss Federal Council decree of February 16, 1945. The appeal by Chemie was, 
indeed, filed before the Accord was signed. 

The Legation is apparently of the view that the proceeding became one under 
the Accord by reason of certain “collaboration” between the Joint Commission 
and the Swiss Compensation Office. This “collaboration,” however, was no more 
than an effort of the Joint Commission to secure information with respect to 
I. G. Chemie, pursuant to a separate proceeding, under the Accord, initiated by 
the Commission on July 25, 1947. The Joint Commission was not involved in the 
proceedings before the Authority. Thus, in response to the offer of the Authority 
to intervene in the appeal before it, the Joint Commission wrote that the Chemie 
case under the Washington Accord was still before the Commission and that 
there was no basis for the Commission to appear before the [568] Authority pur- 
suant to the Accord. In conclusion, it was said, on behalf of a majority of the 
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Commission, that “The appeal presented [by I. G. Chemie] can, naturally, have no 
effect on any proceedings, undertaken pursuant to the Washington Accord, on the 
matter by the Joint Commission.” This disposes of any possible contention that 
the decision of the Authority of Review has any effect upon the signatories of the 
Washington Accord. 

The remaining points raised by the Legation relate to the question whether any 
decision under the Accord can affect the disposition of property which was within 
the power of the United States to seize as enemy property ; i. e., vested or vestable 
property under the Trading With the Enemy Act. 

The text of the Accord disposes of this question. If there were any doubts 
as to the meaning of the words of the Accord, they would be entirely resolved 
by its implementation since signature, the record of the negotiations, and the 
limitations on the authority of all the negotiators for the Allies, and particularly 
on the authority of the negotiator for the United States. These are all con- 
firmatory of the limitation of the applicability of the Accord to German property 
within Switzerland, subject to the control of the Swiss Government, and to the 
exclusion of German property outside Switzerland, property subject to the seizure 
powers of the Allies. 

The text of the Accord lends no support to the assertion that decisions of the 
tribunals created or mentioned in the Accord are to affect property in the United 
States, vested or not. On its face the Accord relates only to property “in Swit- 
zerland.” There are repeated references, in the Accord, to property “in Swit- 
zerland,” as well as references to persons in Switzerland administering Ger- 
man property, to persons in Switzerland indebted to Germans, and to the liqui- 
dation of property in Switzerland. 

[569] The only (and therefore exclusive) reference in the Accord to assets in 
the United States or to assets outside of Switzerland, is found in article IV. This 
article provides in part that “The Government of the United States will unblock 
Swiss assets in the United States.” There has been no doubt since prior to the 
negotiations for the Accord but that such language refers only to the foreign 
funds subject to the freezing controls and not at all to the divesting of vested 
property. This limited meaning of the word “unblock” was well appreciated by 
the Swiss negotiators for the Accord, who repeatedly expressed their concern over 
the freezing of Swiss funds in the United States. The term “unblock” has and 
has had a clear and precise meaning. 

The Department has already pointed out that confirmation of the meaning 
of “unblock,” as limited only to frozen property, lies in the terms of the agree- 
ment between the Treasury Department and the Swiss Minister of Finance of 
November 1946 for the defrosting of frozen assets in the United States. 

Even aside from explicit views communicated during the negotiations, there 
are many statements relevant to the question of the applicability of the Accord 
in the record of the negotiations. Among these are numerous indications that 
the participating Allied governments, as successors to the legal authority of the 
Government, were directing themselves only to the subjection to repara- 
tions of German property which, because of its location in Switzerland, 
was beyond Allied control. They were not concerned with German property 
outside of Switzerland, such property being fully within the control of the Allied 
Governments. As in the case of the Accord itself, there are numerous refer- 
ences, in the negotiations, to German property in Switzerland and none to Ger- 
man property outside of Switzerland. The negotiators moreover made it clear 
[570] that their concern over assets subject to the control of the Allies was 
limited to Swiss funds which had been frozen in the United States. 

The limitations on the collecfive authority of the negotiators for the United 
States, the United Kingdom and France are further support for this interpreta- 
tion of the Accord. The negotiators, who signed on behalf of all the countries 
which are now members of the Inter-Allied Reparations Agency, were carrying 
out the terms of the Paris Agreement on Reparation of January 24, 1946. Article 
6, paragraph C, of the Agreement states that “German assets in those countries 
which remained neutral in the war against Germany shall be removed from 
yerman ownership or control and liquidated or disposed of in accordance with 
the authority of France, the United Kingdom and the United States of America, 
pursuant to arrangements to be negotiated with the neutrals by these countries.” 

In the same article, in paragraph A, it is stated: 

“Each Signatory Government shall, under such procedures as it may choose, 
hold or dispose of German enemy assets within its jurisdiction in manners de- 
signed to preclude their return to German ownership or control * * *,” 
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It can thus be seen that the Agreement explicitly limited the authority of the 
egotiators to German assets in Switzerland and excluded from their authority 
ny attempt to dispose of German assets already subject to the seizure powers 
f the countries signatory to the Agreement. 

The authority of the negotiator for this Government, moreover, was similarly 
mited. As the Legation is aware, the statutes of the United States regulating 

the seizure and disposition of enemy property provide that claims for a volun- 
tary return of vested property may be filed by designated groups of aliens not 
hostile to the United States, and, if such claims should be rejected, that the 
courts may entertain suits by [571] nonenemy owners for the return of the 
property. The Accord was not intended to, and could not, under the constitu- 
tional laws of this Government, override these statutes. The return of vested 
property has been specifically reguiated by the Congress and the Congress has 
only recently, in Public Law No. 896 of July 3, 1948, reenacted the mandate that 
German property shall not be returned to its former owners. 

On the other hand, there has been no need, and no room, for an agreement 
that Swiss property in the United States should be released from vesting. This 
Government has not vested Swiss property but only ostensibly Swiss property, 
actually enemy property. The forum in which the question of Swiss or enemy 
ownership of such property is to be determined is governed by statutes enacted 
by the Congress, 

The Legation points out that unvested property may be vested and thereby 
taken from the applicability of the Aecord. The important distinction, however, 
is not between vested property and unvested property, but between property 
subject to the seizure power of the United States and property subject to the 
power of the Swiss Government. The former is not subject to the Accord, the 
latter is. The only property subject to this Government's power which is 
mentioned in the Accord is Swiss blocked property, and the arrangement with 
respect to such property, consistently with the above principles, leaves the 
determination of its enemy character exclusively to this Government. While 
the Accord provides that Swiss property is to be unblocked, it has been agreed 
that should this Government deem any of it to be enemy-tainted, the Swiss 
Government may not certify it for unblocking, and this Government need not 
unblock it. 

In sumary, the decision of the Swiss Authority of Review has no status under 
the Accord. If it had such status, it would still be limited by the applicability 
of the Accord itself, which has no effect [572] on property which is within the 
power of this Government to seize as enemy property. The suggestions of the 
last paragraph of the Swiss note under reference are in consequence completely 
unfounded and cannot be adopted. 

It is trusted that the Legation will appreciate that these are the final views 
of this Government, arrived at after complete re-examination of the position 
expressed in the Swiss note of September 7, 1948. 

DEPARTMENT OF STATE, 

Washington, October 12, 1948. 





ExursirT 3 
Societe INTERNATIONALE, ETC. Vv. HERBERT BROWNELL, JR., ET AL 
Court Recorp 
(Pp. 3030-3031) 
[3030] I. A. R. A./AS/Doc. 724. Copy No. 41 
INTER ALLIED REPARATION AGENCY 


GERMAN EXTERNAL ASSETS 


Resolution adopted by the Assembly at its one hundred and eighty-eighth Meet- 
ing on 14 January 1949 concerning the Jurisdiction of the Joint Commission set up 


under the Washington Accord of 25 May 1946 with Switzerland. 
21 January 1949 


Brussels. 





522 RETURN OF CONFISCATED PROPERTY 


[3031] RESOLUTION 


THE ASseMsBLy of the Inter-Allied Reparation Agency, at which are repre 
sented the Governments of Albania, Australia, Belgium, Canada, Denmark, 
Ezypt, The United States, France, the United Kingdom, Greece, India, Luxem- 
bourg, Norway, New Zealand, Pakistan, the Netherlands, Czechoslovakia, South 
Africa and Yugoslavia ; 

OBSERVING that the Government of Switzerland, in its note of 6 July 1948 to 
the Government of France, a copy of which was presented to the Secretary Gen- 
eral of the Agency by the Swiss Chargé d'Affaires in Brussels on 23 July 1948, 
stated that “The problem of intercustodial conflicts is * * * a question of in- 
terpretation of the (Washington) Agreement” of 25 May 1946; 

HAVING BEEN INFORMED that the Government of Switzerland has stated its view 
to certain Member Governments of the Agency not represented on the Joint Com- 
mission set up under the aforesaid Washington Agreement, that these Govern- 
ments should be bound by decisions of the said Commission, such decisions being 
thus considered as having extraterritorial effect; 

RECALLING that the Washington Agreement was negotiated in execution of the 
terms of article 6 C of the Paris Agreement on Reparation of 24 January 1946, 
which provides: “German assets in those countries which remained neutral in 
the war against Germany shall be removed from German ownership or control 
and liquidated or disposed of in accordance with the authority of France, the 
United Kingdom and the United States of America, pursuant to arrangements 
to be negotiated with the neutrals by these countries. The net proceeds of liqu- 
dation or disposition shall be made available to the Inter-Allied Reparation 
Agency for distribution on reparation account ;” 

CONSIDERING that the Washington Agreement is clearly limited in scope to 
apply solely to German assets located in Switzerland, and that its language 
demonstrates that the negotiating powers recognized that there was no authority 
vested in them to bind Governments Members of the Inter-Allied Reparation 
Agency, in a way which would affect the respective rights of those Governments 
over assets within their own jurisdiction; 

CONSIDERING, therefore, that the decisions of the Joint Commission cannot be 
binding or have extraterritorial effect on assets within the jurisdiction of Gov- 
ernments Members of the Agency ; 

RESOLVES TO REQUEST THE REPRESENTATIVES OF THE NEGOTIATING POWERS: to in- 
form their respective Governments of its views as expressed above, pointing 
out that the problem of intercustodial conflicts between the Government of 
Switzerland and Governments Members of the Agency is not a question involving 
the Washington Agreement; and that a solution to this problem will be found 
only by negotiations between the Government of Switzerland and the several 
member Governments concerned; and to request their Governments to make 
this resolution known to the Government of Switzerland. 

14 January 1949 
Brussels 





Exnuisit 4 


Societe ANONYME ETABLISSEMENTS AEROXON V. OFFICE DES SEQUESTRES : BELGIAN 
CouR DE CASSATION 


(141 Pascicrisie Belge (1954) 1) 
JUDGMENTS RENDERED BY THE SUPREME Court [Cour DE CASSATION] 


Chamber No. 1, September 17, 1953 


* es * s . s s 


The first error claimed is an alleged violation (a) of the law of March 30, 
1948, ratifying the International Agreement on Reparations, signed at Paris on 
January 14, 1946, and especially of articles 1 and 6 (more particularly of par. 
C) of said International Agreement, (b) of sections 1350 and 1351 of the Civil 
Code, (c) of article 97 of the constitution, and (d) of articles 1, 2, 3, and 8 of the 
decree law of August 23, 1944, relative to the sequestration of enemy assets; 
it is claimed as error, first, that the judgment appealed from rejected plaintiff's 
contention that the Belgian Government was obliged to respect a decision of the 











re. 


m- 
Ith 


to 
*h- 
48. 
in- 


he 


in 
Ol 


Se o 





RETURN OF CONFISCATED PROPERTY 52% 


Swiss Compensation Office ; it is urged that the judgment appealed from, though 
recognizing that a decision, March 5, 1948, of the Swiss Compensation Office, 
pproved on March 13, 1948, by the Swiss Joint Commission, had ruled that SO 
percent of the shares of the Orion Corporation belonged to Swiss subjects (by 
ipplication of the International Agreement signed at Paris on January 14, 1946) 
ind that the Orion Corporation should consequently be considered a Swiss 
rporation, had nevertheless held that the Belgian Government was not bound 
to follow that decision, for the reason that “the decisions made in execution of 
the Aecord concluded in Washington on May 25, 1946, are applicable only to 
ssets located in Switzerland and cannot be effective regarding assets located in 
Belgium”: and this, it is claimed, was error because the Belgian State and 
the Office of Sequestration are required by the law of March 30, 1948, the Inter- 
national Agreement of January 14, 1946, and the Washington Accord of May 25, 
i946 (applicable according to art. 6, note C, of the Treaty of Paris), to recog- 
ize the Orion Corporation as a Swiss corporation, 80 percent of its shares 
elonging to Swiss nationals: consequently, it is asserted, the Belgian State 
and the Office of Sequestration could not consider the corporation’s assets in 
Belgium, particularly the assets of the Aeroxon Corporation, the plaintiff, as 
being owned by German subjects; * * * 
” * . . . 7 

In the specifications of errors it is claimed, first, that the judgment appealed 
from disregarded the obligation of the Belgian Government and the Office of 
Sequestration to comply with the decision by which the Joint Commission, estab- 
lished pursuant to the provisions of the Washington Accord concluded on May 
25, 1946, with Switzerland, declared the above mentioned sales to have been 
genuine and sincere, concluding therefrom that Orion Corporation was a Swiss 
company. 

According to the provisions of article 6 C of the Reparations Agreement, 
entered into on January 14, 1946, at Paris, in pursuance of which the Washing- 
ton Accord with concluded, “the ownership or control of German assets which 
are in countries which remained neutral in the war against Germany shall be 
removed from Germany; these assets shall be liquidated, or disposed of, in 
conformity with the measures which the United States of America, France, and 
‘the United Kingdom may take in pursuance of the agreements which these 
powers will negotiate with the neutral countries; the net proceeds of liquidation 
or disposition of these assets shall be made available to the Inter-Allied Repara- 
tion Agency for distribution on reparation account.” 

The Washington Accord relates only to German assets located in Switzerland. 
Its terms demonstrate that it is entirely inapplicable to assets located in the 
territory of any of the powers signatories to the Accord, and it has no bearing 
upon measures which such power may deem appropriate to take with regard 
to those assets. 

The decision of the said Joint Commission, therefore, does not bind the Bel- 
gian Government or the Belgian Courts as concerns the execution of measures 
in the sequestration of the assets of the Aeroxon Corporation located in Bel- 
gian territory. 

In this respect, the place where plaintiff's shares are located is irrelevant * * *, 


CANADA 
DEPARTMENT OF THE SECRETARY OF STATE OFFICE OF THE CUSTODIAN 


OTTAWA, ONTARIO, April 24, 1956. 
UNITED STATES SENATE, 
Committee on the Judiciary, 
Washington, D.C. 
(Attention : Harlan Wood, general counsel.) 


Dear Stirs: I regret the delay in acknowledging receipt of your letter of the 
19th March, 1956, in which you state that Canada recently passed an act assuring 
full return of all former enemy properties seized during the late war. 

In order to clarify our policy, I wish to point out that the Inter-Allied Repara- 
tion Agency, pursuant to the terms of the Paris Reparation Agreement, estab- 
lished rules of accounting for German external assets and rule 5 reads as follows: 

“5. Subject to the other parts of these rules, and in conformity with article 
1F (pt. 1) of the Paris Reparation Agreement, each signatory Government shall 
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be charged with the estimated value of the assets, referred to in A and B below, 
which were within its jurisdicttion on January 24, 1946, and any income from 
such assets derived by the signatory Government before or after that date.” 

The state of war between Canada and Germany was not ended until the procla- 
mation of July 10, 1951, so that it is only after this latter date that assets in 
Canada devolving to German Nationals by inheritance or otherwise ceased to be 
vested in the Custodian. 

In 1955, the Federal Republic of Germany made representations to the Cana- 
dian Government concerning the release of such assets and, in July 1955, the 
Canadian Government decided that release of the assets which came under the 
control of the Custodian after the 24th January, 1946, should be granted to 
citizens of the Federal Republic of Germany upon their filing of an application 
for release. 

At the present, the Custodian is not prepared to take into consideration applica- 
tions for release on behalf of the former German owners residing in the Soviet 
occupied Zone of Germany or elsewhere in the Soviet bloc. It is to be pointed 
out that no new legislation was necessary as regulation 39 of the revised regula- 
tions respecting trading with the enemy set out in the schedule to the Trading 
With the Enemy (Transitional Powers) Act provides as follows: 

“39. The Custodian may at any time, at his discretion and by such notice, 
conveyance, transfer, or release as he may think proper, relinquish any property 
or the proceeds of the liquidation of any property.” 

You will see that the recent policy covers the German assets; the status of the 
assets formerly owned by Japanese, Hungarian, and Rumanian nationals ure 
subject to the terms of the peace treaties with these countries and they are re- 
leased only if a claimant qualifies under the exculpatory provisions of these 
treaties. 

With respect to the payment for claims of Canadian property losses, I am en- 
closing herewith, for your information, a copy of the Report of the Advisory Com- 
mission on War Claims, dated February 25, 1952. This report was approved by 
Canada with slight modifications. 


I trust that this is the information which you require and I remain, 
Yours very truly, 


M. RositaILye, 
Member of the Administration Board and Associate Counsel. 


STATEMENT OF SENATOR WILLIAM LANGER 


On January 2%, 1951, just 5 years ago, in speaking before this body of distin- 
guished Senators, I pointed out that the program of confiscating private enemy 
property during World War II was a most definite part of the Communist program 
for world domination. It was a long speech and therefore had to be given in two 
different parts. Both appeared in the Congressional Record on January 29 and 
February 5, 1951. 

At that time, I pointed out that the Kremlin’s master plan of aggression re- 
quires in all instances carefully prepared campaigns, often subtle and often in- 
direct, many times using causes which in themselves are good for evil ends, 
carried out over a long period of time: plans which have as their sole purpose the 
weakening of the will of the free people to resist Communist aggression when 
the time is ripe. I pointed out that the confiscation of private property of former 
enemies was part of the Moscow plan and I was the first man to name Harry 
Dexter White, Former Assistant Secretary of the Treasury, as a spy and the key 
figure in the Communist conspiracy. I named Harry Dexter White as a spy al- 
most 3 years before the Attorney General, the Honorable Herbert Brownell, re- 
peated what T said. I suggest that everyone read my charges that appeared in 
the Congressional Record on January 29 and February 5, 1951. 

For some reason or other, the disclosures which I made in those speeches never 
received the publicity given to practically the same situation when the Attorney 
General of the United States mentioned the Harry Dexter White case on Novem- 
ber 6, 1953, almost 3 vears after my disclosures, in a speech which he made be- 
fore the Executive Club in Chicago. I assume that the reason my disclosures 
made in 1951 were never properly brought to the attention of the American 
peonle is explained in the 100 page handbook on “the Communist Party in the 
United States—what it is, how it works.” This handhook was comniled by 
the Internal Security Subcommittee of the Senate Committee on the Judiciary 
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und only 4 weeks ago was released to the public. The foreword of the handbook 
states and I quote: “The average American is unaware of the amount of mis- 
information about the Communist Party, U. 8. A., which appears in the public 
press, in books, and in the utterance of public speakers.” 

The public press was simply silent when I made my first disclosures in 1951: 
When I first accused Harry Dexter White of being a Communist agent, carrying 
out Stalin's plans. At no time prior to that date had Harry Dexter White been 
publicly called a top Communist agent. At that time, it was hinted by some 
iewspaper men that my charges were so fantastic that they were not worthy 
of being printed. 

Louis F. Budenz, former Communist and former editor of the Daily Worker, 
in an article entitled “The Conspiracy of Silence” states and I quote: “Too 
many American newspapers are strangely silent concerning the facts that would 
help us most to resist the Communist advance.” Mr. Budenz continues. “Much 
of this illiteracy would have been removed long ago if the secular publications and 
particularly the daily press had done their duty by America and told fraukly and 
continuously the truths about communism. The average American citizen can 
contribute a great deal by jogging his local newspaper, urging that it inform its 
readers of what is the current Communist line. There is something worse than 
absurd in the condition whereby our own American press in general helps in 
the miseducation of our citizens on the most important topic that is before us.” 
This is the statement of the former Communist editor of the Daily Worker. I 
wonder how the daily press will receive the remarks I intend to make now. 

The basic difference between governments of the free world and Communist- 
controlled governments lies principally in one thing. In the free world the gov- 
ernments are dedicated to the principle of the inviolability of private property 
rights as the foundation stone of personal freedom and their governments are 
designed to create and protect equality of opportunity and a better life for all 
under the free-enterprise system. Communist government are dedicated to the 
destruction of all private property rights and consequently all freedom, for 
Karl Marx, Engels, Lenin, and Stalin all thought that communism cannot suc- 
ceed, nor could the Communist Party dictatorship continue to hold power, as 
long as the means of production are owned by individuals, and now Khrushchev 
preaches the same doctrine. 

What did Karl Marx say in the Communist manifesto expounded in 1848? Iam 
going to read it to you. “Seizure of power and retention of power throughout 
the world by the proletariat is only a matter of time. The establishment of the 
dictatorship of the proletariat is inevitable. And the abolition of this state of 
things is called by the bourgeois, abolition of individuality and freedom. And 
rightly so. The abolition of bourgeois individuality, bourgeois independent, and 
bourgeois freedom is undoubtedly aimed at. In a word, you reproach us with 
intending to do away with your property. Precisely so: That is Just what we 
intend.” 

That is what Karl Marx wrote as being the basic philosophy, if I may use that 
word, of communism, and to make certain that he meant just what he said, Marx 
continued and I quote: “The charges against communism made from a religious, 
a philosophical, and generally from an ideological standpoint are not deserving of 
serious examination. The proletariat will use its political supremacy to wrest, 
by degrees, all capital from the bourgeois, to centralize all instruments of produc- 
tion in the hands of the state,” 

That is the doctrine of Marx which has been followed by the Communists all 
over the world, right up to the present time. I say, could there be anything 
clearer than that? But all during World War II and long thereafter, the Com- 
munists were pictured as nice fellows, just social reformers and, in some in- 
stances, as crackpots. Is it any wonder then that the American people were 
fooled? 

What does Stalin say in his work entitled “A Year of Great Change—1929” on 
the problem of Leninism, published by the Foreign Language Publishing House 
in 1940 in Moscow, on page 304, Stalin says, and I quote: “The last hope of the 
‘apitalists of all countries who are dreaming of restoring capitalism in the 
U. S. S. R.—the sacred principle of private property—is collapsing and vanish- 
ing.” Note well that Stalin says “The sacred principle of private property is 
collapsing and vanishing.” 

Other Soviet leaders preached the same doctrine. Mannuilsky in a speech be- 
fore the Seventh Congress of the Comintern entitled “Results of Socialists Con- 
struction in the U. S. S. R.” Published in pamphlet form by the Cooperative 
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Publishing Society of Foreign Workers in Moscow in 1935, page 35, reiterates the 
theoretical stand of the Communist Party and says as follows: “Building class- 
less society means overcoming the survivals of capitalism in economics and in 
the minds of men.” Now lest there be those who think the policy has changed, 
may I quote from the publication Krasniy Flot which means Red Fleet, published 
in Moscow on October 24, 1946, after the war had ended. The article is entitled 
“Origin And Character of the Second World War.” This article was written by 
Stepanyan and sets out this policy more definitely. I quote: “War finds its origin 
in class society founded on private ownership of means of production. War be- 
tween people will disappear only when this private ownership and the antago- 
nistic classes are destroyed forever.” Stepanyan continues: “So long as capital- 
ism exists, the dangers of new imperialist aggression and world wars remains.” 
Note the words repeated again and again—what are they? Capitalism, the “pri- 
vate ownership of property.” 

If this is not enough to convince any American that the basic conflict between 
communism and the nations of the free world is the right to own private property, 
may I quote from Nikita Khrushchev’s statement made in Burma to an enthusi- 
astiec ensemblage of Rangoon University students in which he propagated the 
Communists faith as published in Time magazine on December 19, 1955, when 
Khrushchev said as follows: “The days of capitalism in the world are approach- 
ing their end—our system will win.” 

When will those guardians of American freedom, those men who operate the 
free press in America, begin to tell the whole story of the Communist conspiracy 
to destroy private property rights during World War II and after World War IL’ 
For the most part, they have been silent. These editors and publishers of the 
free press in America who continue to publish those attacks, mostly by syndicate 
writers, on Members of Congress, both Republicans and Democrats alike, who 
fearlessly defend American ideals and American principles against Communist 
ideologies and Communist doctrine ought to begin to realize that the first thing 
a Communist dictatorship does when it takes over a country is to liquidate the 
editors and publishers of the free press and then makes the press an instrument 
of the Communist Party under the guise of nationalization. Too many Ameri- 
can newspaper editors have been silent on this subject. There are some excep- 
tions, and at this time I would like to read as part of this address an editorial 
that appeared in the Chicago Daily News under date of February 9, 1954, entitled 
“German Property” which reads as follows: 

“There is evidence that American policy of confiscating the property of Ger- 
man nationals was written by the late Harry Dexter White, the alleged Soviet 
agent, while he was adviser to Treasury Secretary Morgenthau.. Whether it was 
or not, it followed the Communist moral code and it furthered the Russian aim 
of weakening Germany. Some half billion dollars of enemy property was seized 
during and before the war. There was full justification for this, of course. It 
would have been unthinkable to permit these assets to further German war effort. 
But when the misguided policy of dismantling German industry was abandoned 
in furthering of joint defense, and when we began to siphon millions into Ger- 
many to rebuild its economy, it made no sense at all to deny them the benefit of 
their property in this country. That practical aspect is over and above the moral 
consideration that never before had a government refused to return private prop- 
erty to individuals in an enemy state. In 1948 Congress passed the War Claims 
Act providing that claims of Americans for illegal acts committed by our en- 
emies during the war should be paid from these seized German assets. Of these 
claims, some 75 percent were against the Japanese. Seized Japanese assets, it 
should be noted, have been released to their citizen owners. In a recent speech 
in the Bundestag, Dr. Karl Georg Pfliederer of the Free Democratic Party, cited 
some of the effects of the United States policy. He noted that even the pensions 
of scores of Germans who fought on the United States side in the Spanish- 
American War have been held up. The German Embassy was sold in 1951, the 
proceeds going into the United States Treasury, but the Governments of Brazil, 
Chile, and even Peron’s Argentina have returned German diplomatic buildings 
as international custom required. The German parents of an American soldier 
killed in action cannot claim his $12,000 estate. The sole justification for the 
official United States attitude is that a peace treaty has not been signed. But 
in the present state of German-United States relations it is absurd to pretend 
that a state of war continues. Of all the nations in the world, the United States 
has the most reason to try to establish the principle that private property owned 
abroad will be treated with scrupulous honesty. We should promote that cause 
by dealing justly with the German claims.” 
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Thus this editorial once again points out that our policy of confiscating pri 
vate property of enemy aliens follows the Communist code and also points out 
the necessity for reestablishing the principles of the sanctity of private property 
by dealing justly with the German claims. 

The only thing wrong with this editorial in the Chicago Daily News is that 
it states and I quote: “There is evidence that American policy of confiscating 
the property of German nationals was written by the late Harry Dexter White 
the alleged Soviet agent while he was adviser to Secretary of the Treasury 
Morgenthau.” I said back in 1951 that the evidence that Harry Dexter White 
was a top Communist conspirator for Stalin was simply overwhelming, and I 
didn’t have access to the FBI files either, as did the Attorney Genera! 

It seems to me that our midwestern newspapers are more alert in recogniz 
ing Communist doctrine than some of the other newspapers throughout our great 
country. I would now like to read an editorial which appeared on August 12, 
1954, in the Chicago Daily Tribune, a few months before the last congressiona 
election, entitled “Restoration of Seized German Assets.” I quote: 

“Mr. Eisenhower has informed the West German Government that no pend 
ing legislation to return German private assets of $500 million seized in this 
country during and after the war has the approval of his administration. The 
President’s position apparently insures the defeat of legislation introduced by 
Senator Dirksen for restoration of the German property. The measure has 
been favorably reported by the Senate Judiciary Committee. Mr. Eisenhower 
sent his letter to Chancellor Adenauer after the Dutch Government had stren 
uously protested the Dirksen bill. Its argument appears to be that if the United 
States were to act honorably in this matter, 18 other nations which were alined 
with it in an agreement on reparations reached at Paris in 1946, will be under 
pressure to follow our lead in disgorging. Although the State Department sup 
ports restoration, the Justice Department opposes it, contending that to give 
back the seized property would take millions of dollars out of the pockets of 
Americans and give a windfall of similar proportions to Germans. How the 
millions got into American pockets does not bother the Justice Department nor 
is it explained why it is a windfall for the victim of a robbery to get back what 
was taken from him. It seems to us that simple justice and morality should 
govern in this matter, even if there were not ample international law and treaty 
commitments to make it clear that restoration is the legal obligation of the 
United States Government. When a similar situation arose after the First World 
War, the late John Bassett Moore, an authority on international law, com- 
mented sarcastically, ‘in the original statute the function of the Alien Property 
Custodian was defined as that of a trustee. Subsequently, however, there came 
a special revelation, marvelously brilliant but perhaps not divinely inspired, of 
the staggering discovery that the foreign trades and manufacturers whose prop 
erty had been taken over had made their investments in the United States not 
from ordinary motives of profit but in pursuance of a hostile design so stealthily 
pursued that it had never before been suspected but so deadly in its effect that 
the American traders and manufacturers were eventually to be engulfed in their 
own homes and the alien plotters left in grinning possession of the ground. Un- 
der the spell engendered by this agitating apparition, and its patriotic call to a 
retributive but profitable war on the manufacturers property, substantial de- 
partures were made from the principle of trusteeship.’ If we are bent on steal 
ing something that belongs to others, the least we can do is not to pretend that 
there is virtue in the act.” 

I believe that most Americans will agree with the conclusions of the Chicago 
Tribune’s editorial and with the statement put so succinctly “How the millions 
got into American pockets does not bother the Justice Department nor is it 
explained why it is a windfall for the victim of a robbery to get back what 
was taken from him.” 

In the speech I made before the Senate in 1951, I pointed out that no man 
whether he was a Christian or a Jew could ever become a hard-core Communist 
unless he first gave up his religion. Why? Because in the Ten Commandments 
given to Moses on Mount Sinai, God laid down the rules for man’s conduct in 
relation to God and man’s relation to man. He gave men the rule regarding 
private property when he said “Thou shalt not steal” and again when he said 
“Thou shalt not covet thy neighbors’ goods.” Consequently, no man could be 
an adherent to the christian or jewish faith and be a hard-core communist. 

John Adams, that great statesman, summed up the question of the inviolability 
of private property rights in the following words: “The moment the idea is 
admitted in the society that property is not as sacred as the laws of God, and 
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that there is not a force of law and public justice to protect it, anarchy and 
tyranny commence. If “Thou shalt not covet’ and “Thou shalt not steal’ were 
not commandments of Heaven, they must be made inviolable precepts in every 
society before it can be civilized or made free.” I have taken this quote from the 
works of John Adams by Charles Francis Adams, volume 6, page 9. 

I say that it is principally because under a Communist system where private 
property is not held sacred men are slaves and personal liberty cannot exist. 

Contrast this statement of John Adams and similar statements of great 
American citizens made from the days of the founding of our Republic up to the 
present time with those of Stalin: “The sacred principle of private property 
is collapsing and vanishing.” Contrast John Adams’ statement with that of 
Kovalov appearing in the Bolshevik Issue No. 5, 1947, on page 9 in his essay, 
Communist Education of Workers To Overcome Survivals of Capitalism, in 
which he said and I quote: “Marxism and Leninism teaches that the transition 
from Capitalism (the right to own private property) to Communism may be 
effected only through a revolution in the political, economic, cultural and 
ideological fields.” 

Now then, let us document the steps in the Communist conspiracy to drive 
from the minds of men the last vestiges of the survival of capitalism in economics, 
the survival of that basic principle of the inviolability of private property, the 
foundation stone of all freedom. Let us document these steps, going back to 
Moscow. It has never been done before. I intend to do just that. Let us set 
out the part played in this conspiracy by American traitors. Let us be honest 
and dispassionate in our analysis of the factors that led this Congress to 
pass confiscatory legislation in 1948, more than 3 years after the war was over. 
Let us trace the program from the point of its birth right up to the present 
day. 

During the early days of World War II, President Franklin D. Roosevelt 
when he established the independent agency of the Office of Alien Property under 
the Trading With the Enemy Act, did so in accordance with the best American 
principles and traditions, solely for the purpose of preventing the enemy from 
making use of the private property of its citizens owned in this country while 
the war was in progress. The record shows that from almost the first day 
of the appointment of Leo Crowley as Alien Property Custodian the Treasury 
Department did everything in its power to induce President Roosevelt to place 
the Office of Alien Property under the direction of the Secretary of the Treasury, 
or to be more specific, under the control of Harry Dexter White. President 
Roosevelt wanted the Office of Alien Property to remain an independent agency 
of Government. Ile wanted that office to be operated in a manner consistent 
with the American principle of inviolability of enemy private property even 
during time of war. 

As early as in 1951, I charged that Harry Dexter White, Assistant Secretary 
of the Treasury, was a Communist agent. I charged that he was the guiding 
spirit for the Communist conspiracy to destroy private property rights through- 
out the world. I pointed out that although the Morgenthau plan calling for harsh 
treatment of the entire German civilian population was made to look like an 
American plan, actually it was a plan made in Moscow and its execution was 
directed by Harry Dexter White who was intimately associated with the con- 
victed Alger Hiss. 

It is impossible for us to understand the situation we are in today without 
having a realization of the events that took place during the war years and im- 
mediately thereafter. 

None of us knew during World War II, that actually on December 15, 1941, 8 
days after Pearl Harbor, the Secretary of the Treasury, Henry Morgenthau, Jr., 
signed the following order and I quote: “On and after this date, Mr. Harry 
Dexter White, Assistant to the Secretary, will assume full responsibility for all 
matters with which the Treasury Department has to deal having a bearing on 
foreign relations. 

Mr. White will act as liaison between the 'Treasury Department and the State 
Department, will serve in the capacity of adviser to the Secretary on all Treasury 
foreign matters and will assume responsibility for management and operation 
of the stabilization fund without change in existing procedures. Mr. White will 
report directly to the Secretary.” 

This order was secret and for years neither the Congress nor the American peo- 
ple knew of it. Imagine what that order did. It put Harry Dexter White above 
the Secretary of State, above every American Minister and Ambassador through- 
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it the world because they could not conduct foreign relations without money 
Every foreign country that wanted any aid had to clear through Harry Dexter 
White and get his approval because every program took money, money to the 
extent of billions of dollars. Here was the beginning of the control of the State 
Department being taken over by Harry Dexter White. 

Now let us see how he took over the Army and the Navy. I would now like 
to quote from another order that was kept secret which was signed by Morgenthau 
on the 25th of February 1943. None of us knew about this order until many 
years later. It is addressed to Harry Dexter White and reads as follows, and I 
quote: “* * * I would like you to take supervision over and assume full responsi- 
bility for Treasury's participation in all economic and financial matters * * * in 
connection with the operations of the Army and Navy and civilian affairs in the 
foreign areas in which all of our Armed Forces are operating or are likely to 
operate.” 

This order put the entire military finances and economic policies for liberated 
areas throughout the world in the hands of Harry Dexter White. The first order, 
dated December 14, 1941, took over economic matters theretofore always in the 
hands of our ministers and ambassadors and, as soon as it was signed, Harry 
Dexter White sent his own men, hand-picked, into each American Ministry and 
Embassy throughout the world. The second order, dated February 25, 1943, 
placed all military economics under the Treasury Department under Harry Dexter 
White “in the foreign areas in which all of our Armed Forces are operating or 
are likely to operate.” . 

I am now going to prove that these two orders were absolutely necessary if 
Stalin was to carry out his plan. 

The record is clear that at no time did President Franklin D. Roosevelt ever 
have in mind the permanent confiscation of privace German or Japanese assets 
in this country. 

The first article that ever appeared to my knowledge relating to the confiscation 
of private property under the guise of reparations was published in Moscow in 
October of 1943 in the magazine War and the Working Class, but it got no 
publicity in the American press. Can there be any doubt that American Com- 
munists and collaborators knew all about this plan as soon as it got into print 
in Russia? This article was written by Eugene Varga, Soviet economist. 

Now, who is Eugene Varga? For many years he had been a significant figure 
in Soviet affairs. In 1915 he was a resident of Hungary, where he was a uni- 
versity lecturer. He next appeared as a revolutionist co!league of Lenin. 
When Germany decided to intervene in the Russian Revolution in 1917, Varga 
joined Zinovieff, Radek, Lenin, Lunachrsky, and others who made that historic 
journey from Germany into Russia in what was a so-called sealed railroad 
carriage. In the February 26, 1945, issue of Newsweek magazine under the 
title “What Capitalism Learned at Yalta,” by Robert Moley, the author points 
out that “Varga’s survival over all these years during which so many of the 
original Bolsheviks have been liquidated is evidence not only of his loyalty 
to the fortunes of Stalin but of his usefulness to the Government.” 

Now what was the publication War and the Working Class? It was a maga- 
zine published by Trud Publishing House. Trud and Izvestia are two of the 
top Communist Party newspapers in Russia, and every Communist newspaper 
in Russia “follows their line.” There is no deviance in any of them. Both are 
Communist Party organs and, of course, all of the newspapers are owned by 
the state and controlled by the Communist Party. Now what is the magazine 
War and the Working Class? It was the one publication which first published 
top Communist policy. Now what did Eugene Varga say in that article ap- 
pearing in War and the Working Class issue of October 1943? The article was 
on the subject of reparations, and Varga stated first, that “German slave labor 
would be used in Russia to reestablish railroad bridges, cities and industrial 
plants. Second, that when the German armies capitulate they should be sent 
into the U. S. S. R. as slave laborers. Third, that they would take industrial 
plants and equipment out of Germany, that is reparations in kind, machine 
tools, factories and, fourth, they would confiscate German private assets abroad.” 
Here we have the Communist plan to take from every German civilian every 
piece of property of every type and description that those civilians may have 
owned any place in the world. The real estate, businesses, stocks, bonds, sav- 
ings accounts, proceeds from annuities, proceeds from life-insurance policies, 
even the proceeds from GI insurance policies, proceeds from inheritances, es- 
tates, trusts, patents, copyrights, everything of value, every type of property. 
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Varga further wrote: “That the reparation claims of the Allies against Ger- 
many and her satellites reach approximately 800 to 1,000 billion gold rubles 
(100 to 500 million gold dollars): The lion’s share has to fall to the Soviet 
Union.” 

Cleverly hidden in Varga’s ideas of reparation payments was the Communist 
basic principle, namely to confiscate all private property of German civilians. 
It should be obvious to all of us after Russia’s plan for Germany was pub- 
lished in War and the Working Class that German civilians had no private prop- 
erty or investments in Russia. These simply couldn’t exist under the Soviet 
system. They could only exist in the free world and Stalin wanted these con- 
tiscated to drive from the minds of men, during a time when hatred was ram- 
pant, that there was anything sacred about private property. 

art of Varga’s article was first reproduced in the October 1944 issue of the 
American Mercury, entitled “Russia’s Plan for Germany.” Strangely enough, 
however, in the Moscow Conference, which was held 1 month after the ap- 
pearance of this article, where our great statesman, Cordell Hull, was the 
United States Delegate, not one word of the confiscation of private property 
was discussed or even mentioned. On November 19, 1943, Secretary of State 
Cordell Hull spoke before a joint session of Congress after returning from Mos- 
cow. He was the fiirst Cabinet member ever to address the combined legisla- 
ture and he gave a report to Congress on the Moscow Conference. Not once 
did he say that there were any discussions at the Conference with reference 
to ‘reparations or that it was planned that private property of German and 
Japanese citizens would be permanently confiscated throughout the world, even 
that located in neutral countries. Of course, Secretary of State Cordell Hull’s 
position with reference to confiscation of private property was well known in 
Moscow as far back as 1935, for in the American Journal of International Law, 
volume XXXVII, page 94, in 1943, before he went to the Moscow Conference, he 
was quoted as follows: “It is important from my point of view, therefore, that 
the United States should not depart in any degree from its traditional attitude 
with respect to the sanctity of private property within our territory whether such 
property belongs to nationals of former enemy owners or to those of friendly 
powers. A departure from that policy and the taking over of such property except 
for a public purpose and coupled with the assumption of reliability to make just 
compensation, would be fraught with disastrous results.” 

We now have the conflict between the Moscow policies as set out by Varga in 
War and the Working Class in 1943 and the American policy as set out in the 
same year by Secretary of State Cordell Hull in the American Journal of Inter- 
national Law. Where was the American press when this story broke in Moscow 
in 1943? Varga’s story should have been on every front page of every newspaper 
in the United States but it wasn’t. American traitors and fellow travelers im- 
mediately took up Varga’s line although the American public and the Congress 
of the United States were kept in ignorance and, I might add, that many out- 
standing American citizens in the executive branch of the Government were 
also kept in the dark. 

In Secretary Hull’s report to Congress he also stated as follows: “I went to 
Moscow by direction of President Roosevelt to discuss with the representatives 
of Great Britain and the Soviet Union some basic problems of international rela- 
tions in the light of principles to which our country, under the President's lead- 
ership, has come to give widespread adherence.” 

Does this throw new light on why certain segments of our press and certain 
radio commentators set out on a deliberate plan to scuttle Cordell Hull from his 
position of high moral leadership in the critical point of our history? 

Attacks on Cordell Hull and his policies grew in tremendous proportion during 
the months in 1944. In fact, on March 11, 1944, Collier’s magazine published 
an article written by George Crell, entitled “The War on Cordell Hull.” The 
article begins as follows: 

“Cordell Hull’s popularity is now at the peak, but the drive against him is only 
suspended. After a cautious wait, attacks will start again, for there is no chance 
of a truce between the Secretary of State and the ideologies, emotionalists, and 
fellow travelers who make up the self-styled liberal front. They want him to 
import his policies from abroad, putting the interests of other countries above 
America’s, while he insists on home products, holding to the old-fashioned theory 
that the welfare of the United States comes first.” 
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The article closes with these prophetic words: 

“There is a war to win, with the fate of our free institutions in the balance, 
wnd yet at every step Cordell Huli’s idealism has kept pace with his realism, and 

smpromises dictated by bitter necessities have not entailed with surrender of 
iny fundamental principle. Not that it matters to the muddled emotionalists, 
narlor pinks, fellow travelers, and avowed Communists who form the self-styled 
beral front. Silent today, when the Secretary of State is universally acclaimed, 
hey will attack again when his stout affirmation of American ideals and interests 
onflicts with their ideologies.” 

So closes the article, War on Cordell Hull. 

Mr. President, attacks on Cordell Hull were soon to start anew, based on the 
false statements that Cordell Hull had no postwar policy for Germany. ‘The truth 
s that as early as 1942, Secretary of State Cordell Hull set out at the President's 
order to blueprint a truly American postwar policy for Germany. He organized 
two groups in the State Department, a committee on political planning and an- 
ther on security to carry out these objectives, but as it turned out, the political 


friend and confidant of Harry Dexter White and Alger Hiss, who later on were 
exposed as having been Communist agents. This is the same Laurence Duggan 
vho, after being interrogated by the F BI after he was brought into the Hiss case, 
lied in a plunge from the window of his 16th floor New York office just a few days 
after the FBI called on him. His body landed so far from the building wall that 
police investigators concluded that suicide or murder and not an accident caused 
his death. At the trial resulting in Hiss’ conviction, Harry Dexter White is 
named in testimony as having been a secret member of the Communist Party and 
Laurence Duggan as “in a special category of the party apparatus” maintaining 
i special liaison with the underground through the divorced first wife of Gerhard 
Hisler, former No. 1 Communist in the United States. 

Can anyone doubt that Cordell Hull’s plans for a truly American postwar policy 
for Germany were known in Moscow already in 1942 and surely in 1943, or that 
Moscow believed that, through pressure, Cordell Hull could be brought to accept 
Communist plans for Germany at the end of the Second World War? 

Can there be any doubt that there was great opposition in the State Department 
to Cordell Hull's plans for a truly American postwar policy for Germany and that 
this opposition came from the Hiss crowd under the direction of Harry Dexter 
White who, because of Morgenthau’s directive of December 15, 1941, held the 
purse strings of the State Department? 

Under Secretary of State Sumner Welles whose proposals for the coming 
peace disagreed with Hull’s postwar policies was finally fired by Secretary Hull 
in September 1943, 1 month before Moscow’s plan for postwar Germany first 
appeared in War and the Working Class. Sumner Welles then wrote a book 
entitled “Time for Decision.” What did the newspapers have to say about Welles’ 
resignation? One newspaper, the Philadelphia Inquirer stated: “A disquieting 
indication of weakness on this country’s diplomatic front. * * * His departure 
from the State Department conceivably will be received with misgivings in the 
Latin American countries and Moscow.” The Washington Post stated; “To be 
sure, Mr. Welles was one of the Hosanna boys or star gazers, as Mr. Hull stig- 
matizes the expositors of the four freedoms. * * * But in terms of ultimate loy- 
alties, surely no sin of disloyalty could be chalked up against Mr. Welles on that 
account. With much more justice Mr. Welles could return such a charge to his 
State Department chief.” Columnist Drew Pearson stated that Hull and other 
Department of State officials were “blindly hostile to Russia.” 

If you are interested in the source of these quotes, see Time magazine, Septem- 
ber 6, 1943. This was before the Moscow Conference of November 1943, after 
which Cordell Hull made his famous speech before a joint session of Congress. 
For a few weeks thereafter Hull was acclaimed by the press as a great Ameri- 
can but soon the attacks had to begin again if Stalin’s plans for Germany were 
to win out. 

There had to be a laying of the groundwork, a conditioning of the people for 
the placing in operation of the Moscow plan for postwar Germany under the 
guise of being American, namely the Morgenthau plan. 

Cordell Hull had to go, but they didn’t succeed in getting him out in time for 
the second Quebec conference held on September 11 and 12, 1944. 

The conference was held during the period when the Polish patriots were fight- 
ing the German armies in Warsaw. That was at a time when the Russian 
offensive had already reached the Vistula. The Germans withdrew west of the 





532 RETURN OF CONFISCATED PROPERTY 


Vistula on July 22 and the Russians crossed the river on the same day and the 
Polish Patriots put forward in the direction of Warsaw. The Polish Patriots 
decided to stage a major uprising and liberate the city. There were about 
40,000 men with reserves of food and ammunition enough for about 10 days 
fighting ready to rise. For 6 weeks the Polish liberation army fought alone 
Stalin did not permit his Russian armies which stood at the very gates of Warsaw 
to fire one gun in her defense, but on September 10, 1944, 1 day before the begin- 
ning of the second Quebec conference, he permitted Soviet artillery to shell the 
eastern outskirts of Warsaw. Stalin’s timing for his Morgenthau plan, executed 
by Traitor Harry Dexter White, was perfect and his timing for the liquidation, 
under the guise of liberation, of all Polish Patriots who were fighting for freedom 
in Warsaw was also perfect. 

During this period the press carried numerous articles that the United States 
had no plans for postwar Germany. Cordell Hull had an American plan for 
postwar Germany, but it did not suit Stalin nor his agents and dupes in the 
United States. The Communists and fellow travelers knew that Moscow had 
a plan and that Moscow plan was taken to the second Quebec conference. Now 
what happened in the Cabinet meeting immediately prior to the second Quebec 
conference? I wish to place in the record as part of my remarks, after I have 
read the same, an article which appeared in Time magazine on October 2, 1944, 
about 2 weeks after the second Quebec conference. 

“After a couple of days of cloudy rumors, the news broke over the weekend. 
The Roosevelt Cabinet was violently split, over the gravest problem now before 
our Allied Government: What to do with postwar Germany? Again there had 
been no real advance planning on a huge problem that had been visibly approach- 
ing for a long time. Again there had some hasty last-minute improvisation, and 
the plan that was handiest and most attractive at the moment had been seized on. 

“The plan that had been put forward by Treasury Secretary Henry Morgen- 
thau had aroused the violent objections of Secretaries Cordell Hull and Henry 
Stimson. The President was said to be leaning toward the Morgenthau side. 
The Morgenthau plan was the first reported by the Wall Street Journal’s Alfred 
Mike Flynn and expanded by Associated Press Man John M. Hightower. Far 
and away the most drastic yet proposed for the future of Germay, it was just 
barely above the level of “sterilize all Germans.” It would reduce Germany from 
a prewar industrial giant to a fourth-rate nation of small farms. Its points 
ealled for: (1) Removal from Germany of all industrial machinery which any 
liberated country wants, obliteration of the rest of German industry. (2) Per- 
manent closing of all German mines if any are left after territorial changes. (3) 
Cession of the Saar and other Rhineland industrial areas to France; Cession 
of East Prussia to Poland. (4) Breakup of all large Jand holdings into small 
farms. (5) Withholding of any economic aid whatsoever to Germany; no food, 
clothing or other relief supplies to be furnished to the German people; no recon- 
struction of railroads or factories within Germany to be permitted. (6) Pro- 
longed occupation by Russian, British and American troops, perhaps for a gen- 
eration. (7) No reparation since Germany would have nothing to pay them with 
and would be allowed no way to earn payments in the future. 

“This was indeed a Carthaginian neace. But Henry Morgenthau believes that 
Germany must be destroyed as Carthage was. When he visited the battlefields 
last October, General Eisenhower showed him a booklet outlining Allied Military 
Government Directives to soldiers for the occupation of Germany. This was 
strictly a military document drafted by the War Department. Henry Morgen- 
thau, fanatical Naziphobe, was much exercised over several passages which 
to his mind was indications of a too lenient attitude. He lifted these passages 
and put them in a memorandum to the President. All sources in Washington 
agreed that the President was equally exercised. The meeting with Prime Minis- 
ter Churchill in Quebec was imminent and he had no real plan for the manage- 
ment of Occupied Germany. The Allies have mainly agreed only on which zones 
of Germany each will occupy. (See foreign news.) MHastily the President ap- 
pointed a Cabinet committee to consider the problem. The committee members: 
Secretaries Stimson, Hull and Morgenthau. The committee met 3 times in 3 
days just before the President was forced to leave for Quebec. Messrs. Hull 
and Stimson strongly opposed the Morgenthau program to strip Germany. Both 
agreed that such a super-Versai'les would only instify a future German genera- 
tion in once more uniting to plan revenge. They wanted rigid controls for 
many years but they wanted Germany, for centuries the economic center of 
Middle Europe, put back on its economic feet. They only wanted to make sure 
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that German development is not along military lines. Both emphatically agreed 
that they did not want to maintain a nation of haters. 

“Henry Morgenthau talked down in this session went ahead on his own 
Suddenly Messrs. Hull and Stimson learned that Morgenthau was in Quebec 
Neither Mr. Hull nor Mr. Stimson enjoy a basic Morgenthau advantage (for 
years Henry Morgenthau has always had Eleanor Roosevelt's ear). How the 
Morgenthau plan was received by the British has not been reported early this 
week. But London dispatches said that Foreign Secretary Anthony Eden or 
even Prime Minister Winston Churchill may speak soon upon the controversial 
subject in Parliament. Some Washington sources insisted that Foreign Secre 
tary Eden received the Morgenthau plan with warm approval. Others insisted 
that this was mere British politeness: These took the view that Mr. Eden was 
privately horrified at the Morgenthau plan. 

“There was some reason to believe that the Presidents’ personal preference 
for the Morgenthau plan would fade under the steady pressure of the two 
Cabinet officers who will actually have the most responsibility in the occupation 
of Germany. Furthermore, it might cost votes from those citizens who would 
prefer a more careful and less vindicative program for the reeducation of Ger 
many. And finally, it was of the highest political urgency that the latest cabinet 
split be mended before Candidate Dewey hammered again at the ‘Old, tired, 
quarrelsome’ men of Washington. But, said one New Deal chieftain, a White 
House intimate, even the airing of this plan is going to cost a lot of American 
lives. It is going to stiffen resistance inside Germany. We have placed a 
powerful weapon in the hands of Goebbels. A few hours later the Goebbels 
propaganda machine began grinding, shouted the German radio: ‘The occupa 
tion of the Reich by Americans and British would be as horrible as by the 
Bolsheviks, Morgenthau is outdoing Clemenceau. Clemenceau said there were 
23 million Germans too many—Morgenthau wants to see 43 million Germans 
exterminated.’ 

So ends the Time article. 

Mr. President, it is clear that the Harry Dexter White crew and the Alcer Hiss 
crew and the fellow conspirators had succeeded in not only scuttling the Secre- 
tary of State, Mr. Hull, but putting into effect the Moscow program as set out 
by Varga in War and the Working Class, in its issue of October 1943. Let us 
compare the so-called Morgenthau plan now with Varga’s plan. 

Varva insisted on reparations in kind—Morgenthau called for removal of all 
industrial machinery from Germany, which any liberated country wants, and 
obliteration of her industry. Varga wanted to break up all large land holdings 
in Germany into small farms—Morgenthau wanted to reduce Germany from a 
prewar giant to a fourth-rate nation of small farms. Varga called for the with- 
holding of any economic aid to the civilian population in Germany after the war 
Morgenthau’s plan was based on withholding any economic aid whatsoever, no 
food, clothing, or other relief to be furnished the German people, no reconstruction 
of railroads or of factories in Germany to be permitted. Varga’s plan published 
in War and the Working Class, set out a detailed plan for the occupation of 
Germany by the Allies and called for a 10-year period of occupation—-Morgen- 
thau’s plan called for the same thing but prolonged the occupation by Russian, 
British, French, and American troops for perhaps as long asa generation. Varga’s 
plan, following true Communist ideology, set forth a program under which the 
capitalistic nations of the world, that is the free nations who believe in the right 
of private property, would confiscate all German private external assets for 
reparations. Of course, there were no German external assets in Communist 
Russia. Knowing full well that it was repugnant to the American people and 
American Congress to ever confiscate private property of enemy civilians, the 
Morgenthau plan when first publicly announced was careful not to include 
Varga’s program for confiscation of private property of enemy civilians by the 
nations of the Free World and, as far as reparations were concerned, the plan 
followed the ideas of the President of the United States who had many times 
stated that we could not collect reparations and would not collect reparations, 
so the published Morgenthau plan said, and I quote: “No reparations, since Ger- 
many would have nothing to pay them with and would be allowed no way to earn 
payments in the future.” 

But let us not make any mistakes about it, the White-Morgenthan plan did 
include confiscation of all German assets of any character whatsoever outside 
of Germany, but this was not made public at the time. This plan for confiscation 
of private properties was marked top secret. Morgenthau himself admits that 
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in his book, Germany Is Our Problem, the Congress of the United States was to 
be tricked and the President of the United States was to be also. Now only 
a few weeks after the Second Quebec Conference, Varga’s plan, already out- 
lined in War and the Working Class, issue of October 1943, as detailed in an 
article in the American Mercury entitled, “Russians Plan For Germany,” just 
1 year after Varga wrote it. How many people saw that article? Too few and 
those who did see it didn’t believe it—and the great American press was silent. 

Let us not believe that there was no plan for confiscation of private property 
behind the announced Morgenthau plan. It was part and parcel of the plan and 
as far as the Communist program for eventual world domination was concerned, 
was a most important part. As it turned out, it actually was a part of the Mor- 
genthau pian although its announcement was delayed and covered up. Senate 
Document No, 123, of the Slst Congress, entitled ““A Decade of American Foreign 
Policy,” from 1941 to 1949, reports on page 502 thereof the Morgenthau Plan, 1943. 

The plan, under the caption “Restitution and Reparation,” provided : “Repara- 
tions in the form of future payments and deliveries should not be demanded. 
Restitution and reparation shall be effected by the transfer of existing German 
resources and territories, e. g.: (@) By restitution of property looted by the 
Germans in territories occupied by them; (0) by transfer of German territory 
and German private rights in industrial property situated in such territory to 
invaded countries and the international organization under the program of par- 
tition; (c) by the removal and distribution among devastated countries of indus- 
trial plans and equipment situated within the international zone and the north 
and south German states delimited in the second partition; (d@) by forced Ger- 
man labor outside Germany; and (e) by confiscation of all German assets of 
any character whatsoever outside of Germany.” The publication states that 
the Morgenthau plan was taken to Quebec by President Roosevelt and Mr. 
Morgenthau in August of 1943 and there provisionally approved by President 
Roosevelt and Prime Minister Churchill, but Secretary Morgenthau, at Harry 
Dexter White’s advice, marked the unannounced part of the plan, namely to 
corfiscate all German assets of any character whatsoever outside of Germany, 
as “Top Secret”; and I charge that President Roosevelt and Cordell Hull knew 
nothing of it. 

The Morgenthau plan was never adopted as the policy of the United States 
nor issued as an official document of the United States, but can there be any 
doubt that it was put into effect? I intend to show hereinafter that Harry 
Dexter White, Frank Coe, Harold Glasser, Alger Hiss, and the Communist Party 
and fellow travelers in the United States worked to make that part of Stalin’s 
plan concerning confiscation of German external assets a reality and succeeded 
through deceit and trickery in 1948. 

What a great triumph the Second Quebee Conference was for Stalin. Nota 
single Russian official was at the conference. Stalin didn’t need any official 
representation from Russia. His stooges did his work well. He made it look as 
if the decisions at Quebec were those of the United States. 

Our sick and ailing President, who within a few short months would be dead, 
was caught hetween the maelstrom of two conflicting forces; and the Morgenthau 
group, including the Communists and fellow travelers in the Treasury Depart- 
ment, and the Hiss followers in the State Department who had carefully pre- 
pared the American people through the propaganda put out by the Office of War 
Information for a peace based on hate and revenge to be inflicted upon the entire 
civilian population of a nation, won out over forces led by those great statesmen, 
Cordell Hull and Henry Stimson, who both insisted on a just, humane, and 
lasting peace. 

Here we saw for the first time in the history of our country the Secretary of 
War being stripped of any authority with reference to postwar policies, where 
the Army which would oceupy Germany would be no longer under his control 
but controlled by the Treasury Department, controlled by Communist Agent 
Harry Dexter White and above all, the Secretary of State being stripped of any 
authority: and we see substituted for them, Harry Dexter White. Of course, 
Stalin’s victory could not be complete until Cordell Hull would be forced out of 
his position as Secretary of State: for the fulfillment of Stalin’s plans for Ger- 
many could not take place, as Stalin well knew. if Cordell Hull were to remain 
as Secretary of State. Thus both the Pinks and the liberals in the press, maga- 
zines, and the radio again began their attacks on Cordell Hull. 

This could never have happened if Franklin D. Roosevelt had been a well man, 
nor could it have happened except that there were very many Communist sym- 
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zers, if not actually Communist members and agents, in high places of our 
(jovernment and that there were others who in their hate unknowingly and un 

tringly became tools of this conspiracy 

Was it any wonder then, that Cordell Hull less than 3 weeks after the second 
Quebec Conference on his 73d birthday on October 2, 1044, showed up at his 
ffice as usual and complained “I'm sick and I know it’? Four weeks later, good, 
vray, Cordell Hull entered the naval hospital at Bethesda, Md., under observa 
tion and treatment of exhaustion, and then in his letter of resignation told of 
is great distress as follows: “It is a tragedy to me personally.” The man who 

id directed United States foreign affairs for 12 years, longer by 4 years than 

other man in American history, was scuttled. 

Who were the top nen at the second Quebec Conference? Not Mr, Hull nor 
\ir. Stimson who violently protested against the Morgenthau plan, but Secretary 
Morgenthau, and, of course, Harry Dexter White and Alger Hiss. How did ‘‘arry 


Dexter White force Churchill's acceptance of the plan? Time magazin its 
ssue of November 23, 1953, on The Strange Case of Harry Dexter White, says, 
| quote: “There Morgenthau and White pushed through approval of the 


aun by Roosevelt and Churchill. White had taken the pains to inform Lord 
Cherwell, Churchill's personal assistant, that British requests for United States 
funds would be greeted with much greater favor if Britain approved the White 
Morgenthau plan.” End of quote. Here was international blackmail of the 
vorst type. Contrast this with Harry Dexter White's action when Stalin late: 
on wanted a $6 billion loan. White said “we'll make it 10 billions.” Thank God 
Stalin didn’t get it 

I want to go back now to the Time magazine quote of what happened at Quebec. 
Time said “when the agreements were initialed, Franklin D. Roosevelt suggested 
hat Churchill initial the German one first and then our economic agreement that 
would lead to an additional loan to Great Britain, and Churchill asked, “what do 
you want me to do? Get on my hind legs and beg like Fala/’ Churchill signed 
Hie had to! Otherwise he might not have gotten the 6 billions he needed 
Churchill, who had believed that the White-Morgenthau-Moscow plan would 
never become a reality, reported in the latest volume of his memoirs as follows 
“With my full accord the idea of pastoralizing Germany did not survive 
But I say, it did survive, in many respecis, because after Quebec came Yalta. 

On December 30, 1955, just a month ago we got another release on what 
happened at Yalta. Among the second batch of Yalta papers we find a memoran 
dum written by Harry Dexter White to his chief, Henry Morgenthau. It is a 
memo for Secretary Morgenthau’s files relating to a meeting had on September 
20, 1944, 8 days after the second Quebec Conference. What does this memo 
written by Harry Dexter White say? It states that Secretary Morgenthau re- 
quested a meeting, for what purpose? To report to Secretaries Hull and Stimson 
of Secretary Morgenthau’s participation at the second Quebec Conference. 
Where was this meeting held? The meeting was held in Secretary Hull's office 
and who was with Secretary Morgenthau? You guessed it. Harry Dexter White 
Who else was at that meeting? Secretary Hull, Mr. Mathews of the State De 
partment, Secretary Stimson and Mr. McCloy of the War Department. White's 
memo reads as follows and I quote: “Secretary Morgenthau described in some 
detail the sequence of developments and the highlights of the discussions that 
took place in Quebec in which he participated.” I continue with the quote: 
“He (Secretary Morgenthau) gave to Secretaries Hull and Stimson a copy of 
the memo on Germany (supposedly) initialed by Churchill and Roosevelt and 
described how the memo had been drafted.” Now we see for the first time that 
Secretaries Hull and Stimson didn’t even know before that time what was in the 
memo, although they had a pretty good idea. I suggest that the memo, initialed 
by the President and Mr. Churchill, contained not one word regarding the secret 
part of the plan to confiscate all private property of all German civilians 
throughout the world. 

White’s memo continues: “Secretary Hull wanted to know how important 
decisions on Germany could be reached without participation of the Russians.” 
I say that the question is really a tragie joke in view of later disclosures that 
Harry Dexter White was a spy. Harry Dexter White must have chuckled as he 
put that sentence in this meno. 

The Harry Dexter White memo made public on December 30, 1955, brings Mr. 
John J. McCloy into the picture for the first time. Now then, the Harry Dexter 
White memo of the meeting with Mr. Hull and Mr. Stimson held on September 20, 
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1944, 8 days after the second Quebec Conference, said that Mr. McCloy was also 
present. This is the same Mr. John J. McCloy who later on became United States 
High Commissioner for Germany. 

I say, that it is time for Mr. John J. McCloy to now come forward and tell the 
American people the facts—to either vindicate the good name of Cordell Hull, 
Secretary of State, and his chief, Henry Stimson, Secretary of War, and his own 
good name by saying that the copy of the memo White and Morgenthau said was 
initialed by Roosevelt and Churchill which they handed to him and Secretary 
Hull and Secretary Stimson, contained the top secret clause to confiscate all 
German private assets throughout the world, or not. 

Mr. McCloy is now chairman of the board of the Chase-Manhattan Bank, a 
privately operated banking institution, owned by many thousands of Americans 
who are stockholders, many of them being people of limited means. Mr. McCloy 
knows that in Russia and in every country taken over by the Communists that 
the banks are what the Communists call nationalized, that is the owners, the 
stockholders, have their stock in the banks confiscated by the state which means 
the Communist Party. 

Mr. McCloy has also been a director of Westinghouse Corp., Union Pacific 
Railroad, International Telephone & Telegraph Co. and of the American Tele 
phone & Telegraph Co., the latter having more widows as stockholders who be- 
lieve in our free enterprise system in the sanctity of private property rather than 
2 system of state ownership, than any other private enterprise in the world. He 
is also on the board of directors of other large private enterprises. 

Mr. MeCloy owes it to his stockholders to say now whether he too was fooled 
by Harry Dexter White in that meeting of September 20, 1944. He owes it to the 
American people, and I say he owes it to the people of West Germany over whom 
he, as United States High Commissioner for Germany from 1949 to 1953, held such 
great power for such a long time, those West German people who are now our 
partners and the partners of all the nations of the free world in our common effort 
to stop further Communist aggression. 

After he has cleared the good names of Secretary Hull and Secretary Stimson 
and his own good name as well, he ought to tell the American people and this 
Congress, and also let the West German people know who are our partners, 
whether he wants these private German properties that were confiscated under 
Stalin’s plan returned in full or not. 

I am writing Mr. MeCloy on this matter and at a later date hope to put his 
reply into the record. 

1 think also that the Senate Judiciary Committee investigating the operations 
of the Trading With the Enemy Act might well look into the matter of what was 
behind Harry Dexter White’s plan to indict the Chase National Bank, now the 
(Chase Manhattan Bank, in the early forties and many of its officers, including 
Mr. Winthrop Aldrich, who was Mr. McCloy’s predecessor in the bank, for alleged 
violations of the Trading With the Enemy Act, foreign funds control under Harry 
Dexter White’s jurisdiction. 

Harry Dexter White brought about this indictment of that bank even though 
Mr. Aldrich was knighted by the King of England for extraordinary services to 
England—I said England, not the Russian Communists—during the war. 

Mr. McCloy was Assistant Secretary of War during the time of the second 
Quebec Conference. He left the Government in November of 1945. In February 
of 1947 he became president of the world bank and from 1949 to 1953 served as 
United States High Commissioner for Germany. 

I think the Senate Judiciary Committee ought to call Mr. Hap Flanagan, presi- 
dent of The Manufacturers Trust Company of New York, and ask him whether 
basie American principles of the inviolability of private property from confisca- 
tion is a principle he agrees with. He is the banker for some of those Republican 
politicians, and T use the word “Republican” with the greatest reservation, who 
want to hold on to these stolen business plums, regardless of what this means in 
our international relations with West Germany and regardless of the fact that it 
is now proven beyond a shadow of a doubt that the entire confiscation poliey was 
made by Stalin and carried out by his traiters and spies in our Government. He 
and his associates connected with some of these confiscated businesses want to 
water down those basic American principles without which personal freedom is 
impossible, trade with other free nations is impossible, that leads only to further 
confiscation of American investments throughout the world under the guise of 
nationalization. Mr. Flanagan’s associates don’t want to return stocks and bonds 
and other securities owned by private German citizens which were confiscated. 
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Obviously if these were returned, they would lose their plums, but they will 
fight to hold onto these plums even though they thereby drive more nails into the 

tin of our free enterprise system, the system of private capital 
Stalin said and I quote: “The sacred principle of private property is collapsing 

vanishing.” Khrushchev said just last month and I quote: “The days of 
pitalism in the world are approaching their end—our system will win.” 

Now let’s get back to Yalta. What did Harry Dexter White and his crowd 

traitors and fellow travelers do to set the stage for worldwide confiscation of 

vate property? The matters I am going to disclose now were kept secret 
rS years and perhaps would never have been brought to light except for the in 
tence of Senators and Congressmen, Republican and Democrats alike, includ 
uyself, who after they began investigating the record of Harry Dexter White 

1951, after I had called him a top spy, finally forced additional disclosures o 
Harry Dexter White’s operations, but I am getting ahead of my story. 

Can there be any doubt that the complete White-Morgenthau plan to cor 

ate private property of German citizens without compensation throughout the 

orld, even in neutral countries, was Stalin’s plan? The whole answer lies in 
what happened at the Yalta Conference held less than 5 months after the second 
Quebec Conference. The Yalta Conference was held on February 4, 1945, to the 

th of February 1945. The pressure by the Harry Dexter White crew on the 
State Department and the Office of Alien Property was going on during that 
me. At the close of the Yaita Conference a joint communique was issued. Para 
craph 3 reads as follows: “Reparation by Germany. We have considered the 
juestion of the dalnage caused by Germany to the Allied Nations in this war and 
recognized it as just that Germany be obliged to make compensation for this 
damage in kind to the greatest extent possible. A commission for the compensa- 
tion of damage will be established. The commission will be instructed to consider 
the question of the extent and methods for compensating damage caused by Ger 

many to the Allied countries. The commission will work in Moscow.” That is 
the official text of the communique. There is not one word in this official text 
signed by the President, Churchill, and Stalin of Stalin's plan to have the free 
world permanent!y contiscate all private property of German citizens found in 
the free world. 

it was not until 2 years later on March 24, 1947, that the protocol of the Yalta 
proceedings were released under the heading “Reparations” which set out as fol- 
lows and I quote: “The following protocol has been approved: (1) Germany 
must pay in kind for the losses caused by her to the Allied Nations in the course 
of the war. Reparations are to be received in the first instance by those countries 
which have borne the main burden of the war, have suffered the heaviest losses, 
and have organized victory over the enemy. (2) Reparation in kind is to be ex 
acted from Germany in three following forms: (@) Removals within 2 years 
from the surrender of Germany or the cessation of organized resistance from 
the national wealth of Germany located in the territory of Germany herself as well 
as outside her territory.” Here we again have confiscation of private property 
The protocol continues and I quote: “Equipment, machine tools, ships, rolling 
stock, German investments abroad, shares of industrial, transport, and other en- 
terprises in Germany, etc. These removals to be carried out chiefly for the pur- 
pose of destroying the war potential of Germany. (0b) Annual deliveries of goods 
from current production for a period to be fixed. (c¢) Use of German labor. 
(3) For the working out on the above principles of a detailed plan for exaction 
of reparation from Germany an Allied Reparations Commission will be set up in 
Moseow. It will consist of 3 representatives—1 from the Union of Soviet 
Socialist Republics, 1 from the United Kingdom, and 1 from the United States of 
America.” 

Now compare the communique above issued 2 years after Yalta with Varga’s an- 
nounced postwar plans for Germany appearing in the magazine War and the 
Working Class in October of 1943 and the Morgenthau plan. You will note that 
they are identical throughout with the exception that the first publicly announced 
Morgenthau plan did not include confiscation of private property, although later 
on it was discovered that, although unannounced at the time, it was part of the 
plan marked “Top Secret.” ° 

Who do we see at Yalta advising the new Secretary of State, advising the 
President? None other than Alger Hiss as one of his personal advisers, and 
others of his type. The President’s telephone number at the conference was 
No. 1. The Hiss telephone number was 4. Hiss had a room adjoining the Presi 
dent. Reading from the official text of the Yalta deals in 1945, aithough I still 
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say they are yet incomplete and that we haven't gotten the full story, we find 
the personal notes of Alger Hiss of all the proceedings, and in these and other 
notes we find even more startling references to Stalin’s plan for world Commu 
nism—or shouldn't I say startling, because we should have known his plans? 
We find that the White-Morgenthau program was the program already set out by 
Varga in 1948 in War and the Working Class and also that Stalin was principally 
interested in reparations for the non-Communist allies only from the standpoint 
that they would confiscate all private enemy property everywhere. 

Here is part of the official text as released in 1955 of the second meeting on 
February 4, 1945, in the Lavidia Palace, and I quote: “Stalin said when discussing 
the creation of a Reparations Commission that the committee could accomplish 
nothing unless it was given general directives from this conference.” He said he 
felt “that the Commission composed of the representatives of the three principal 
allies must work on the basis that these powers which had contributed most to 
the common victory should be given priority in the matter of reparations.” He 
said “that although the United States did not need machine tools she might well 
need raw materials which she could receive from Germany.” Stalin added “that 
the United States would take over German property in the United States as a 
part of her share.” Yes, sir, Stalin wanted us to lead the way in destroying 
private property rights throughout the world. He needed this to drive from the 
minds of men, as he said, the idea that there is nothing sacred about private prop- 
erty. Stalin then said his man Maisky would outline Russia’s plan for repara- 
tions, not for the other allies but for Russia, and here is Mr. Maisky’s plan taken 
from the Yalta papers published in March of 1955 and I quote: 

“Mr. Maisky then outlined the Soviet plan for reparations for Germany. He 
said that the Soviet plan for reparations in kind envisaged two categories: (1) 
The removal from the national wealth of Germany of plants, machine tools, rol!- 
ing stock, ete., to be completed within a period of 2 years after the end of hos 
tilities. (2) Yearly payments in kind to last for 10 years. He said that in order 
to restore Soviet economy which had suffered so much from German aggression 
and to safeguard the future security of Europe, it would be necessary to reduce 
German heavy industry by 80 percent. (By heavy industry he meant iron and 
steel, electrical power, and chemical industries.) Specialized industry useful 
only for military purposes should be 100 percent removed. In this category would 
fall all aviation factories, synthetic oil refineries, etc. The Soviet Government 
felt that with 20 percent of her heavy industry Germany would be in a position 
to cover the economic needs of the country. He said the list of goods to be deliv- 
ered during the 10 year period could be definitely fixed later on. He further pro- 
posed that in the interests of the orderly execution of the reparations plan and 
for the security of Europe there should be an Anglo-Soviet-American control over 
Germany economy which would last beyond the period of the reparations pay- 
ment. All German enterprises which could be utilized for war purposes should be 
placed under international control with representatives of the three powers 
sitting on the boards of such enterprises.” Note Mr. Maisky didn’t say one word 
about Russia confiscating German private property in Russia since none could 
ever have existed there. Mr. Maisky continues and I quote: “For this reason 
priorities had been established according to indexes, (1) the proportional con- 
tribution of any one nation to the winning of the war. (2) The material losses 
suffered by each nation. He said that those countries which had made the 
highest contribution to the war and had suffered the highest material losses 
would come into the first category and all others would fall into the second. Mr. 
Maisky proposed that there should be set up a special reparations committee 
of the three governments to sit in Moscow. He concluded that the total repara- 
tions shown in withdrawals and yearly payments in kind which the Soviets re- 
quired would reach a total of $10 billion.” What were the allies to get? They 
were to confiscate all private property of German citizens throughout the nations 
of the free world. 

Now it should be obvious to any man that Stalin’s plan for the free na- 
tions of the world was to confiscate private assets of German citizens through- 
out the world and that he wanted this done to further drive from the minds of 
men that idea of the sanctity of private property which Stalin, Lenin, Engels, 
and Marx said is a prerequisite to eventual state ownersip of all means of pro- 
duction in order to establish world Communist dictatorship and, what is more 
important, to maintain one. 

At this point, Churchill according to the official Yalta records showed most 
definitely that he was not in favor of the Moscow plan or of the misnamed 
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Morgenthau Plan, that exact blueprint of the original Moscow plan. He said 
and I quote: “There should be no victorious country so burdened in an economic 
eense as Great Britain and that therefore if he could see any benefit to Great 
Britain in large reparations from Germany, he would favor such a course but 
he very much doubted whether this was feasible.” He said that “He was 
haunted by the specter of a starving Germany which would present a serious 
problem for the allies since we could either say ‘it serves them right’ or endeavor 
to help them.” In the latter case, Churchill said: “Who would pay for the 
help?’ The Prime Minister answered his own question by saying that “if you 
wished a horse to pull a wagon, that you would at least have to give it fodder.” 
Marshal Stalin answered this way: “That is right but care should be taken to 
see that the horse did not turn around and kick you.” 

That the Harry Dexter White and Alger Hiss crowd and fellow travelers 
had sold our sick and ailing President Roosevelt, temporarily in a moment of 
weakness, on a policy of confiscating private property under the guise of repara- 
tions seems clear when in reply to this last remark by Stalin, the President 
stated and I quote: “In the United States after the last war, the German prop- 
erty had been sequestered during the war and had been turned back to the 
German owners, but that this time he would seek the necessary legislation to 
retain for the United States all German property in America.” Before the 
day was over, however, Churchill had apparently changed the President's mind 
because when the subject of reparations was again discussed, the President put 
the question of United States reparations as follows and I quote: “We lent 
Germany far more than we got after the last war. That cannot happen again. 
We want no manpower. We do not want their machine tools or their factories. 
Therefore, what can we get? German stock and property in the United States? 
This has at present been taken over by the Alien Property Custodian. After 
the last war it was used as an offset against our claims in Germany. I hope to 
get legislation this time to take it over as a trust fund.” Note how the Presi- 
dent is pulling away from Stalin’s plan for confiscation. He said he would 
take ever the private property as what? Asatrust fund. There is a great dif 


ference between confiscating private property and holding it in trust. President 
Roosevelt continued: “We must think of the future of Germany. We have al- 
ways been generous through our Red Cross, but we can’t guarantee the future 
of Germany. We don’t want to kill the people.” 
a Germany that is self-sustaining but not starving. There will be no lending 


He continued: “I envision 
of money. Our objective is seeing that Germany will not starve in helping the 
Soviet get all they can in exports to former German markets.” That 
President Roosevelt said. 

Here we see very definitely that the President had returned to the basic 
American policy of holding private property of enemy citizens inviolate against 
permanent confiscation. 

Letus goon. Let us see what Stalin says to all of this. He sa 
[I quote: 


is what 


vs as follows and 
“We must nake here common decisions as the cuiding lines for the 
Commission. The work must be done by the three parties to the Comunission. 
We three should have the first place on reparation claims as we bear the burden 
of the war. The United States should get German property in America. She 
doesn’t want machine tools.” Notice how Stalin sticks to the one thing, that the 
United States and the rest of the nations of the free world, should confiscate all 
German private property. 

That Churchill and Eden fought against the Stalin plan for reparations is well 
brought out in the official text of the Yalta deals which show that Churchill and 
Eden well knew that what was called the Morgenthau plan was actually the 
Moscow plan. Stalin also knew that Churchill was wise to this fact, and the fol- 
lowing appears in the Bohlen minutes of the seventh plenary meeting on February 
10, 1945: “Marshal Stalin said if the British felt that the Russians should re- 
ceive no reparations at all, it would be better to say so frankly.” Stalin said 
that “he had heard a great deal of talk at the conference that the Russians would 
receive reparations in kind in the form of factories and plants but that no deci- 
sion had been reached.” He said “that he thought that two decisions might be 
taken by the Conference. (1) That it was agreed in principle that Germany 
should pay reparations, and (2) that the reparations committee to sit in Moscow 
should fix the amount and should take into consideration the American-Soviet pro- 
posal that there should be $20 billion of reparations, with 50 percent to the Soviet 
Union.” Mathews minutes set out as follows and I quote: “There followed a 
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lengthy and at times somewhat heated discussion between Stalin and Churchill on 
the question of reparations.” “This was the only time during the Conference 
that Stalin showed annoyance,” 

From Alger Hiss’ notes eomes the following statement by Mr. Churchill regard 
ing Stalin’s reparations demand of $20 billion and I quote: “We were instructed 
by our Government not to mention figures.” 

It is interesting to note that the President's special assistant, Harry Hopkins, 
on February 10, 1945 handed the President a note which read: “The Russians 
have given in so much at this Conference that I don’t think we should let them 
down. Let the British disagree if they want to and continue their disagreement at 
Moscow. Simply say it is all referred to the reparations commission with the 
minutes to show the British disagree about any mention of the 10 billion.” 

Let us see what else happened. In the Bohlen minutes of the tripartite dinner 
meeting on February 10, 1945, in his notes of the conversation between Stalin and 
Churchill at the dinner table, the following appears and I quote: “Marshal Stalin 
in his conversation with Prime Minister Churthill emphasized the unsatisfactory 
nature of the reparations question at the Conference. He said he feared to have 
to go back to the Soviet Union and tell the Soviet people they were not going to 
get any reparations because the British were opposed to it.” 

Stalin knew full well as did Churchill that the primary thing in Stalin’s mind, 
after getting everything he wanted for Russia, was to get the United States and 
the other nations of the free world to endorse a policy for the destruction of 
private property rights throughout the world. Stalin knew that in Churchill's 
mind it was important that these private property rights be held inviolate, for 
Churchill knew that the policies of the Labor Party of England were to even con- 
fiscate English industries owned by Englishman under the guise of Nationaliza- 
tion of Industry, the elimination of private ownership: Which is always the first 
step to communism; and Churchill was facing an election. The Bohlen minutes 
show that Churchill brought up the subject of the election in England and that 
Churchill said that “He didn’t know whether the left or right would win,” and 
then Churchill very cleverly stated and I quote: “That he felt that Britain’s op- 
position to communism was not based on any attachment to private property but 
to the old question of the individual versus the state.” Of course, Churchill knew 
that the basic principle of communism was the destruction of private property 
rizhts but he had to placate Stalin in some way for he knew Stalin had read his 
mind. So now we have the end of the Yalta meeting, but what happened that the 
American people didn’t Know about it until 8 vears later, and as yet we still do 
not know everything that happened at Yalta? 

The Yalta Conference ended on February 12, 1945. When the President re- 
urned home to the United States, it was obvious to everyone who saw him 
that he was a dying man. The few photographs taken of him at that time and 
thereafter were shocking, compared to those taken only 6 months earlier, be- 
fore the second Quebec Conference. Soon we heard the news that the President 
was going to Warm Springs, Ga., for a rest. The surrender of the Nazis was 
imminent. In fact, surrender negotiations were going on in Switzerland 
the time. Japan too had made surrender overtures. 

Suddenly on Thursday, April 12, 1945, the President died at Warm Springs, 
Ga., apparently alone. I ask you now, did he die from the shock of learning 
at Yalta firsthand Stalin’s plan for not only the control of Europe but control 
of Asia and the eventual attempt of the Communists to contro] the world? Did 
he realize we had won the war but were losing the peace? Did he after the 
Yalta Conference perhaps for the first time realize that many of the policies 
that were being followed by our Government were actually Communist policies 
and that men in high places of cur Government who had the confidence of the 
President and who had the confidence of other Cabinet officers and the confi- 


dence of Members of Congress, Senators and Congressmen alike, were actually 
traitors? 


at 


President Truman took the cath of office immediately after the President’s 
death. Before President Truman even had an opportunity to become acquainted 
with what actually happened at Yalta, let me show you how the Harry Dexter 
White crowd, the Alger Hiss crowd and the rest of the Communists and their 
fellow travelers in and out of Government worked to carry out Stalin’s con- 
fiscation policy even before Stalin brought the matter up at Yalta as pinpointed 
by Varga back in 19438. 

“What were Harry Dexier White and his boys, V. Frank Coe and Harold 
Glasser, White’s assistant, doing in Washington while the Yalta Conference 
was going on, while Hiss was advising the President? What were they doing 
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vhile President Roosevelt was dying? What were they doing when Presiden 

Roosevelt died and President Truman took the leadership of our Government! 

We didn’t find out what they were doing until 8 years later in November of 
19553 when we were investigating Harry Dexter White's connection with the 
Office of Alien Property and his connection with the confiscation policy 

The Senate Judiciary Committee had begun work on the Harry Dexter Whit 
case after my first disclosures in 1951 but it wasn’t until the summer and fall 
of 1953 that the committee started to get results Now what do we find 
when the committee starts getting results in its investigation of Harry Dexte: 
White’s connection with the Office of Alien Property, foreign funds control, and 
the State Department? We find letters and memoranda as follows 
The record discloses that almost 5 months before the Attorney General cor 
rmed from FBI reports that Harry Dexter White was a spy, the chief counsel 

the Senate Judiciary Committee, at my suggestion requested the Directo: 
if the Office of Alien Property to make available all files relating to the issuance 
f the joint recommendation of May 30, 1945, to the President that German 
und Japanese interests in property be confiscated. It was only a short while 
thereafter that we got a reply, and what did that reply say? It is a letter from 
the Director of the Office of Alien Property to the committee and reads as fol 
lows: “We have not been able to find in the files of this Office any recorded mem 
oranda leading up to the memorandum of May 30, 1945, to which you refer, or 
any recorded meinoranda following and relating to it.” 

Who was responsible for that reply? The Director of the Office of Alien 
Property, Mr. Dallas Townsend. Either he was covering up or others in his 
department were covering up. Which was it, Mr. Townsend’ Not until the 
Harry Dexter White case broke did the Office of Alien Property come forward 
with any information and that Office was under the direction of a Republican 
Attorney General. Were they afraid if they came out with the truth that maybe 
then some Republican politicians might lose some of these stolen business 
plums * 

The committee sent a similar request to produce letters and memoranda to 
the Treasury Department but the letters and memoranda in the Treasury De 
partment on the subject were not made available to the Senate Judiciary Com 
mittee until November 6, 1953, 8 days after the Attorney General exposed 
Harry Dexter White. 

Now a similar letter was sent to the Department of State, and they searched 
their files and found only one related letter that they had received from the 
Treasury Department, and I will talk about that letter later on. Now the Treas 
ury Department produced a series of letters and memoranda reflecting Harry 
Dexter White’s negotiations with the Office of Alien Property and the Department 
of State from January 10, 1945, to May 30, 1945. Now let us remember that the 
Yalta Conference ended on February 12, 1945, so for weeks before the Yalta Con- 
ference, where Stalin so cleverly set out his policy that the free nations of 
the world should confiscate all German and Japanese private assets in the world, 
Harry Dexter White, Frank Coe, and Harold Glasser were urging a policy upon 
the State Department and the Office of Alien Property to join with them to recom- 
mend to the President to confiscate all private property situated in the United 
States owned by enemy nationals. Why would they have to make such a recom- 
mendation if President Roosevelt favored confiscation? What does the final 
report of the Subcommittee to Examine and Review the Trading With the Enemy 
Act say on this matter? I quote from page 13 of that report: 

“These letters establish that Harry Dexter White, Frank Coe, and Harold 
Glasser were the motivating forces in c. using the adoption of a policy of confisea- 
tion even though contrary to the historic policy of the United States.” 

The record shows that on January 10, 1945, the Treasury Department began 
it’s negotiations with the Office of Alien Property and the Department of State 
to carry out the Harry Dexter White-Stalin policy of full confiscation, and let 
us remember this was a good 314 weeks before the Yalta Conference on February 
4 to 11, 1945. So here we have Harry Dexter White, Frank Coe and Harold 
Glasser knowing in advance exactly what Stalin is going to say at the conference 
about confiscating the private property of German civilians throughout the world. 

The record shows that on January 26, 1945, the Treasury Department began its 
negotiations to force the Office of Alien Property to join with them in recom- 
mending irrevocable confiscation of German and Japanese private property in 
the United States, and what do we find further in the record which wasn’t brought 
out until November 16, 1953? It is that Harry Dexter White’s authority over 
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all of these special matters was confirmed by means of Treasury Order No. 56 
Now let us look at the first letter the Treasury Department wrote to the Alien 
Property Custodian on January 16, 1945, a good 3 weeks before Yalta. That letter 
is signed by Henry Morgenthau, but can there be any doubt but that it was Harry 
Dexter White's letter? Now let’s see exactly what it says, and I quote: 

“It is my firm conviction that control by this Government of German and 
Japanese assets should be only the first step in a program for the complete and 
irrevocable elimination of all German and Japanese interest in such assets.” 
There we see the plan to destroy private property rights throughout the world. 
The letter continues: 

“Although the freezing controls administered by the Treasury Department are 
serving effectively to deprive many nationals of control over such assets,” [Here 
comes the punch line now] “I would favor immediate vesting if it were an integral 
part of a complete program for the final disposition of such assets in accordance 
with the foregoing objective.” 

Morganthau continues: “However, I see little to be gained by vesting at this 
time if it amounts merely to a change in the type of control exercised by this 
Government.” 

What did the Harry Dexter White, Henry Morgenthau, Frank Coe, and Harold 
Glasser group want? As I said in 1951, Morgenthau was merely used as a stooge 
by these conspirators. They wanted the United States to take the lead in estab- 
lishing a worldwide policy of confiscating private property. Now, how did the 
Office of Alien Property reply to that letter from the Treasury Department? 
The Office of Alien Property still only wanted to vest and didn’t want to have 
any permanent confiscation, at least that is what they say now; but they still come 
before Congress at this late date and still object to legislation that would return 
all of the private property of German citizens. 

Now here is the letter dated January 31, 1945, written by Mr. Markham to 
the Treasury Department, and I quote: 

“The policy of Congress as reflected in the trading with the Enemy Act, as 
amended, seems to indicate that the ultimate disposition of enemy money or other 
property received or held by the Alien Property Custodian is a matter for Con- 
gress to determine after the end of the war. Congress expressly reserved such 
disposition by section 12 of the act and the history of returns after the last war 
illustrates congressional insistance on exclusive exercise of this prerogative.” 

Mr. Markham took the correct position that Congress had the sole right te 
determine the disposition of private enemy property, and his letter states further : 

“In order to enable Congress to act in a concerted fashion with respect to all 
enemy property, in whatever direction and by whatever means it may ultimately 
decide to act, I believe it is of the utmost importance that all such property be 
under a single jurisdiction and in a single legal status with title thereto lodged in 
the United States.” 

On February 19, 1945, the Treasury Department replied to this letter as 
follows: 

“T have your letter of January 31, 1945, with further reference to the vesting 
of all German and Japanese assets in the United States. I am happy to note 
that you share my conviction that German and Japanese property interests in 
this country should be completely and irrevocably eliminated and that you view 
the proposed vesting of the pertinent assets under Treasury control as only the 
first phase of an overall governmental program to accomplish this objective. 
Accordingly, I have asked Mr. Frank Coe to arrange a meeting with you to 
explore this matter further.” 

What does the Senate Committee report say with reference to this Morgenthau- 
White letter on page 16? It says, and I quote: 

“Obviously, Markham referred to elimination of enemy control over properties 
while Morgenthau was referring to confiscation of assets.” 

Why did the office of Alien Property under the direct control of Attorney Gen- 
eral Herbert Brownell, fail to produce these letters which must have been in the 
files and the memoranda relating to the matters with the Treasury Department 
when they were requested to do so by the Senate committee? The copy of 
Markham’s letter to the Treasury Department must have been in the file together 
with other memoranda, yet nothing was produced by the Office of Alien Property 
and all that the Senate committee got came out of the Treasury Department with 
the exception of one memo that came from the State Department. 

Now the period of late 1954 and early 1955 is most important from another 
standpoint. That is what the Treasury Department under direction of Harry 





. 
lier 


*tler 


arry 


and 
and 
‘ts. 


rid 


are 
lere 
zral 
ince 


this 
this 


‘old 
ore 
fab- 
the 
nt? 
ave 
me 
urn 


to 


as 
her 
On- 
ich 
yar 
e 
to 
BF: 
all 
aly 
be 
in 


ne 
nt 
of 
Pr 
Ly 


r 
Vv 





RETURN OF CONFISCATED PROPERTY os 


Dexter White did to American citizens who owned stock in American companies 
luring that period when they were trying to get the Office of Alien Property to 

in with them in recommendations to the President for permanent and total 
onfiseation of private properties of German civilians. They made it look like the 
Office of Alien Property actually controlled the businesses and shares of stock 
that had been vested by the Office of Alien Property. There are many typical 

ises, but the one of General Dye Works and most of its American stockholders 
s typical. After the stock owned by these American citizens had been taken by 
the Office of Alien Property under urging by the Office of the Treasury, under 
the Treasury Department theory that these Americans were cloaks for German 
uterest, these American citizens filed suit to get back their stock. What did the 
Harry Dexter White crowd do? They didn’t want the case tried and neither did 
the Office of Alien Property. Why? If it were true that these American citizens 
were cloaks for enemy owners, why would the Government—and I use that word 
idvisedly and with reluctance in this case—hesitate in trying the suit in the 
courts? Only because they couldn't prove their case. 

Then they worked out a scheme to force these American citizens to settle the 
suit. How was this done? The Treasury Department, the Harry Dexter White, 
Frank Coe, and Harold Glasser crowd, sent 2 Treasury agents—note this, 2 
freasury men, not ment from the Office of Alien Property—into the home of Mr 
Ernest Halbach, who had been president of General Dye Works, where they in- 
timidated Mrs. Halbach who was also an American citizen and who at that time 
was dying of cancer 

Mr. Halbach testified before our committee investigating Harry Dexter White's 
part in the world-wide Communist conspiracy to confiscate private property and 
he Trading With the Enemy Act as follows: 

“Mr. Harsacu. My wife, as you all know, was desparately ill, and the news- 
paper notoriety and the beating that she got and she knew that I was getting, 
weighed terribly heavy on her. and my daughter, and myself, and her brother, who 
s one of the trustees, were very anxious to relieve her of that stigma and the 
effect of that on her, because she was an intensely and rabidly loyal American.” 

The testimony continues: 

“The CHAIRMAN. As a matter of fact, your wife had cancer and these Federal 
men kept bothering her? 

“Mr. HaLspacn. Federal agents came out. I came home one night and I could 
hardly believe it. I saw her face was scarlet, and I said What on earth is the 
matter with you? She told me that these two agents from the Treasury had been 
there and questioned her about me and my connection and trying to intimate that 
| was German or something to that effect. I never could get it out of her. She 
was so upset and so bewildered by it all that I never could find out, except I knew 
these two men had been there.” 

So what did Mr. Halbach do? He settled for $11 per share. Others goi up to 
$365 per share and he was paid out of the money in tlhe till of General Dye Works 
In other words, his own money. That settlement was made in January of 1945 
with the Office of Alien Property during the period the White crowd wanted to 
get the Office of Alien Property to agree to permanent confiscation. 

I say the Office of Alien Property may have been against confiscation, or at least 
say so now, but look at the record made in this case involving American citizens 
and look at the record in other cases. 

It is a fact that the Harry Dexter White, Harold Glasser crowd took over con- 
trol and management of many corporations, including General Ani'ine & Film 
which the Swiss insist, and have insisted from the day the Treasury Department 
seized it right to the present moment was owned by Swiss cit'zens. They took 
over the control before the Alien Property Custodian was even appointed, and 
once the searchlight of a public investigation is turned on, it will all come out that 
Harry Dexter White and his crowd made the policy for the Office of Alien 
Property regarding the stock in those companies. 

I said that the Harry Dexter White crowd took over control and management 
of General Aniline & Film and controlled it even after its stock was vested by 
the (ffice of Alien Property. Let me quote from Time, April 20, 1942, under the 
heading “Alien Property.” It reads as follows: “With a new crowd in full con- 
trol, the bitter purge of General Aniline & Film Corp. appears to be almost com- 
plete. Months ago just before Leo Crowley became Alien Property Custodian, 
Aniline lost what was left of its old directorate, got a new Treasury-picked, four 
man board.” What will the Swiss say to all of this and the proof that these 
properties were taken as part of Stalin’s plan? I also ask why the Attorney 
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General didn’t tell us the things Harry Dexter White actually did as a spy and 
agent for the communists, instead of just saying he was a spy. 

The New York Times on August 10, 1953, in a story entitled “Swiss Study Bil! 
on War Seizures,” says and I quote: 

“ZuRicH, August 9, 1953.—By submitting to Congress a bill proposing com 
plete return of all West German private property vested in the United States 
during Worid War II, Senator Dennis Chavez, Democrat of New Mexico, whose 
initiative was endorsed by Senator Pat McCarran, Democrat of Nevada, changed 
the outlook for Europe so profoundly at one stroke that Swiss authorities has- 
tened to examine the changes that would be wrought on European economy as 
a whole.” The story continues and I quote: “Switzerland is directly concerned 
in the outcome of this campaign,” says the Neue Zuericher Zeitung, “not only 
because of its effect on the Sequester conflict, for example, in the Interhande! 
case, but also because of vindication of the principle of inviolability, even in 
wartime, of the rights of private property on which the capitalist system rests 
Suspension of those rights during the war by several European countries, includ- 
ing even neutral Sweden, only serve to strengthen the Communist principles.” 
That is the quote from the New York Times and the Neue Zuericher Zeitung. 

Now the Department of Justice and the Office of Alien Property is still covering 
up its part in confiscating American properties, owned by American citizens and 
citizens in neutral countries; but it will all come out unless they change their 
continued opposition to do justice in amendments to the Trading With the Enemy 
Act now before Congress. 

Now, let me return to the negotiations between the Treasury Department and 
the Office of Alien Property to get permanent confiscation adopted as a matter 
of national policy. 

Now what else was found in the Treasury Department files? A memorandum 
dated February 21, 1945, which stated in part and I quote: “Recommendation to 
Congress against return of vested property to former German and Japanese 
owners: we believe that the Treasury should insist that the Custodian commit 
himself definitely to join in an ultimate recommendation to Congress that no 
plan for the final settlement of claims to the proceeds of vested property should 
make provision for any return or payment, direct or indirect, by the United States 
to former German and Japanese owners. The complete and irrevocable elimina- 
tion of German and Japanese interests stressed by the Treasury’s letter of Jan- 
uary 16 to the Custodian, can be achieved with certainty only through the adop- 
tion of a policy by Congress, as the history of enemy property in the last war 
shows beyond doubt. The great emphasis which the Custodian’s reply places 
on the role of Congress further increases the difficulty of maintaining that 
executive action in itself has much significance in relation to the objective the 
Treasury has announced.” Let me repeat that one phrase: “The objective the 
Treasury has announced.” If the Treasury had the support of President Roose- 
velt in this policy, here was the place to say so. But they didn’t say it because 
they didn’t have his support. 

Now note that Frank Coe was the man named to meet with the Office of Alien 
Property to carry out the program of total confiscation. It is the same Frank 
Coe who was called before the Senate Internal Security Subcommittee even 
before the Attorney General in November of 1953 confirmed what I had said in 
1951 about the Harry Dexter White crowd including Frank Coe. What did 
Frank Coe do and how did he testify as to his connections with the Communist 
apparatus? 

Here is what is taken from the Senate Internal Security Subcommittee report 
dated July 30, 1953, and I quote: “Coe refused to answer on the grounds that 
the answer might incriminate him. He refused to answer all questions as to 
whether he was a Communist, whether he had engaged in subversive activities, 
or whether he was presently a member of a Soviet espionage ring. He refused 
for the same reason to say whether he was a member of an espionage ring while 
technical secretary of the Bretton Woods Conference, whether he ever had access 
to confidential Government information or security information, whether he 
had been associated with the Institute of Pacific Relations, or with individ- 
uals named on a long list of people associated with the organized.” 

I continue reading from the Senate Internal Security Subcommittee report: 
“He took the fifth amendment with respect to questions of his relationship with 
Harry Dexter White, Alger Hiss, Philip C. Jessup, Solomon Adler, Lauchlin 
Currie, Michael Greenberg, Constantine Oumansky, and a long list of others.” 
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That's what the Senate report says. Now let us see what Frank Coe was to 
accomplish in his meetings with the Director of the Office of Alien Property 

Here is the Treasury Department's memorandum of February 21, 1945, once 
mvure, and I quote: “Later we propose that the Treasury and the Custodian join 
n a memorandum to the President explaining their program. Such a document 
would offer an excellent medium for recording the commitments which a: 
wanted from the Custodian. If the latter insists that any legislative action is 
required under other parts of ‘Treasury's program, a joint letter of explanation to 
Congress would afford a further and more direct method of expressing the desired 
recommendation.” 

Now let me repeat the first paragraph of the above memo of February 21, 1945 
“The objective the Treasury has announced” and what was that? It was, and I 
quote: “Complete and irrevocable confiscation of all German and Japanese private 
property located in the United States with legislation for no return and no con 
pensation.” Ilere is Stalin’s plan, word for word as already set out by Varga in 
the October 1943 issue of War and the Working Class. 

On March 9, 1945, there was a meeting between representatives of the Treasury 
Department, the Office of Alien Property and the Department of Justice in which 
Frank Coe stated in general terms the program of complete and irrevocable vest 
ing of German and Japanese interests and who represented the Treasury Depart 
ment in that conference? None other than Harold Glasser and Frank Coe, The 
record shows that the Office of Alien Property did not want permanent confisca 
tion and in one memorandum dated March 20, 1945, shows that in a meeting be 
tween representatives of the Treasury Department and representatives of the 
Office of Alien Property, the following occurred. Mr. Cutler, who represented the 
(fice of Alien Property, inquired “whether the Treasury is really serious about 
its program.” He wondered why “merely vesting the enemy assets would not 
sufiice at present.” Mr. Alk, representing the Treasury Department, replied em 
phaticeally, and | quote from the record: “That the Treasury insists on a program 
clearly designed to eliminate German and Japanese property interests.” M) 
\lk further said, and I quote from the memo, that “AIk pointed out that the basic 
points had been thoroughly discussed in the Treasury and had been cleared wit! 
the Secretary.” He also said, and I quote: “That if the Custodian could not join 
in such a plan, the Treasury would be obliged to consider vesting action of its 
own.” Here we have the complete picture. The Office of Alien Property was 
forced to follow the ‘lreasury line. 

The memo further states that during a discussion that Mr. Cutler asked “if the 
Treasury had consulted the State Department about its program.” On receiving 
i negative reply, he said that “the Custodian was not inclined to proceed without 
getting the State Department’s views.” Here we hzve once again positive proof 
that the whole confiscation policy was that of the Communists and fellow tray 
elers in the Treasury Department carrying out Moscow’s decisions. 

Now you will note that these letters finally turned over to the Senate committee 
in November of 1953 showed that the Treasury Department started its efforts to 
‘arry out its policies in January of 1945. At any time, the White crowd could 
have told the Office of Alien Property that President Roosevelt had agreed to con 
fisecate private property at the Quebec Conference and that they were following 
the President’s directions, but not once did they say this because they couldn't 
It simply wasn’t true. Had they been able to say that the President was in agree 
meut that all private property of German and Japanese citizens should be perma 
nently confiscated, the Office of Alien Property would have had to follow the re 
juest of the Treasury Department. In fact, the Treasury Department’s request 
wouldn’t ever have been necessary to carry out Stalin's program if President 
Rvosevelt had approved it. 

Sut Iam getting ahead of my story. Let’s see what the Treasury Department, 
foreign funds control, under the direction of Harry Dexter White, did in neutral 
countries. Let’s take Switzerland as an example. Let’s see how Harry Dexter 
White’s agents blackjacked Switzerland to go along with Stalin’s plan, Varga’s 
plan as previously set out in October of 1943 in War and the Working Class to 
bring about worldwide confiscation of private property owned by German and 
Japanese civilians. How did they do it? Who did they send into Switzerland? 
None other than Lauchlin Currie who was named in the White spy case as the 
one man who was able to shift around Communist agents into key places of our 
Government when the Communists wanted them shifted. 

Who was Lauchlin Currie? An alien. A New Zealander who got into a high 
place in the White House and who was a pal of Owen Lattimore. I don’t need 
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to explain who Owen Lattimore is. And both of them were close friends of 
John Carter Vincent. As the late Senator Pat McCarran said on the Senate floor 
on July 2, 1952, Currie was “the Soviet spy ring’s White House informant. 

Some of yow Senators will remember that I protested Lauchlin Currie’s presence 
in the White House long before he was exposed as a part of the Communist spy 
apparatus, and this was also long before the Attorney General denounced him 
To refresh your memory, let me go back to the article in the Saturday Evening 
Post entitled “Our Battle With the Swiss,” dated September 14, 1946. It is well 
worth reading in the light of developments since that date. When did Lauchlin 
Currie then go to Switzerland? At the end of the war? No: he went there early 
in 1945. In fact, he was there at the time of the Yalta Conference and he headed 
an American delegation to blackjack little neutral Switzerland into turning over 
all private properties of German citizens to them, which they in turn wanted to 
turn over to an interallied commission as Stalin later proposed at Yalta. This 
was during the same period that the Harry Dexter White crowd in the Treasury 
Department was trying to get the Office of Alien Property and the State Depart- 
ment to join with them in a message to the President recommending confiscation 
of German and Japanese private assets in the United States and asking the 
President’s authority to submit a program to Congress that would carry out that 
objective. 

Think of it, Mr. President. The Swiss anticipated what was coming. Does 
this throw new light on why the Department of Justice intends to this date to 
even refuse to negotiate with the Swiss Government for the return of these Swiss 
private properties which they claim the Swiss were cloaking for German citizens 
and which the Swiss deny? 

What does that Saturday Evening Post article entitied “Our Battle With the 
Swiss,” dated September 14, 1946, say? I quote: “It is rather startling to dis- 
cover that Uncle Sam has gotten the reputation here in Switzerland of being the 
worst bully since Adolf Hitler. Many Swiss people today are saying that they 
have had to fight the United States in order to preserve their very independence, 
and there is no doubt that the postwar disputes with us left a very unpleasant 
taste in Swiss mouths.” 

Think of it, Mr. President. It says that “The Swiss feel that the United States 
is the worst bully since Adolf Hitler.” But [ say it wasn’t the United States but 
Communist spies and agents in our Government who gave us that sordid reputa- 
tion with a nation whose honor and integrity we have always admired. I say 
that it is time to reverse these policies by returning all confiscated private prop- 
erty. Only in that way can we purge ourselves of the terrible implications. 

What else does that article say? I quote: “The conflict arose when a small 
group of officials in the United States Treasury Department made plans for 
grabbing all German assets wherever they happened to be located.” 

“Finally in February 1945, as the European war was entering its final phase, 
Lauchlin Currie went to Bern as head of the American delegation to resume 
negotiations with the Swiss.” That is what the Saturday Evening Post article 
said in 1953. 

Now who was Lauchlin Currie? I exposed him in 1951. The Attorney General 
confirmed what I said; namely, that the FBI reports established he was a very 
important part of the spy apparatus. 

All of these things were being done even before Yalta. The Treasury Depart- 
ment got the greatest publicity in the press of the United States. They draped 
themselves with the American Flag and we read one article after another that 
the Treasury Department was catching spies and traitors. We read article after 
article that the Treasury Department was not going to permit Hitler and his war 
criminals to use the loot the Treasury Department said they had hidden in 
foreign countries. The American people were led to believe that only the Treas- 
ury Department, not the FBI or the military intelligence, was protecting the 
American people. 

Now let us remember the things the Treasury Department was doing in Switz- 
erland during the same time they were trying to get the Office of Alien Property 
and the State Department to join with them in the recommendation to President 
Truman. 

Now let me go back to the records finally brought out in November of 1953 
in our Senate hearings on Harry Dexter White’s operations and the Trading 
With the Enemy Act. One of the letters produced showed that on March 28, 1945, 
Francis J. McNamara, Deputy Alien Property Custodian was summoned for a 
meeting at the Treasury Department. For a meeting with whom? Frank Coe. 
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Now let’s take the memo that Coe made on what happened at that meeting 
What does it say? It says and I quote: “That the State Department was bot in 
favor of confiscation but it was in favor of reparations and resUitulon. But 
I say somehow or other they did get the State Department lo go along w ith their 
program. The pressure of the Treasury Department ended in the Treasury De 
partment’s getting its way in this matter and on May 30, 1945, a memorandum 
was sent to President Truman, and who was it signed by? Mr. Joseph C. Grews, 
Acting Secretary of State, Henry Morgenthau, Jr., Secretary of the Treasury and 
James E. Markham, Alien Property Custodian, and the memorandum reads as 
follows: 
“MEMO 


“Under Executive Order No. 9193 of July 6, 1942, control of dollar balances, 
securities and other liquid assets of the enemy countries and their nationals was 
conferred upon the Treasury while the Office of Alien Property Custodian was 
directed to deal with enemy-owned property requiring active management, The 
order provides, however, that if the Treasury should decide the vest auy property 
it shall be vested in, and dealt with by the custodian upon the terms directed by 
the Treasury. Since the allocation of functions between the two agencies, the 
Treasury has not vested any property but has relied on its blocking controls, 
while the custodian has followed a program of vesting. 

“We are agreed that the national interest requires the complete elimination 
of existing German and Japanese interests in property in the United States. If 
you agree, we are ready to join in a coordinated program under which all German 
and Japanese property wi'l be vested and will be converted into cash as soon as 
practicable. It is proposed that exclusive authority to vest such property and to 
direct the terms under which it thereafter should be dealt with be conferred upon 
the custodian by an amendment of Executive Order No, 9193. The Treasury 
will continue to be responsible for developing over all procedures to insure that 
enemy assets held in the names of nationals of liberated or neutral countries will 
not be released under unfreezing programs. 

“All proceeds of vested property will for the present continue to be held 
special accounts in the Treasury of the United States. Although we believe that 
a governmental decision with respect to the final disposition of the funds should 
be deferred we feel that American creditors who have claims against any person 
whose property in this country has been vested should be paid on an equitable 
basis to the extent the vested assets of the debtor permits. The expenses of the 
Alien Property Custodian’s Office will continue to be paid out of vested property 
and its proceeds. We are fully agreed that plans for ultimate disposit on if the 
funds realized from vested German and Japanese property should make no pro 
vision for any return or compensation, direct or indirect, by the United States 
to the former owners. Subject to your concurrence, it is our intention to present 
these views to Congress in conjunction with legislation which will aid in effec 
tuating the program. If you agree with the program, it is requested that 
sign the attached amendment to Executive Order No. 9198.” 

I say, what are the pertinent parts of that memo? I repeat and I quote: “We 
are agreed that the national interest requires the complete elimination of 
existing German and Japanese interests in property in the United States 
_ “If you approve, we are ready to join in a coordinated program under which all 
German and Japanese property will be vested and will be converted into cash 
as soon as practicable. We are fully agreed that plans for ultimate disposition 
of the funds realized from vested German and Japanese property should make no 
provision for any return or compensation, direct or indirect, by the United 
States to the former owners.” The memo continues: “Subject to your coneur 
rence, it is our intention to present these-views to Congress in conjunction with 
legislation which will aid in effectuating the program.” 

The White crowd, from April 12 to May 30, 1945, had ample time to get 
President Truman’s approval of their plan but it is obvious he didn’t approve 
Otherwise they wouldn’t have had to send him a memorandum requesting author 
ity to present their views to Congress. What pressure was brought on President 
Truman during that period? There must have been plenty. On June 8, 1945, 
President Truman signed an Executive order which authorized the Alien Property 
Custodian to vest all German and Japanese assets. This included those assets 
controlled by the Treasury Department, bank accounts, securities, and so forth. 
But now we come to an important point. President Truman did not give his 
authority to present their views to Congress in conjunction with legislation which 
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would aid in effectuating their program which the Treasury Department said in 
its memo was their intention; namely, that there should be no provision for any 
return or compensation direct or indirect, by the United States to former owners. 
The Executive order signed by President Truman on June 8, 1945, was No. 9567. 
Can there be any doubt that had President Truman but concurred in their plan 
they would not have immediately presented to Congress a bill to permanently con- 
fiscate these private properties under the recommendation of the Secretary of the 
Treasury, the Office of Alien Property and the Secretary of State? Of course they 
would have presented such a program had the President approved, but he did 
not approve. Less than 1 month later on July 6, 1945, Morgenthau resigned. 
This was just shortly before the Potsdam Conference. 

We now know from President Truman’s memoirs that he says the following 
about Morgenthau’s resignation. “Morgenthau insisted that he would have to 
go to the Potsdam Conference. I told him he should stay here. Morgenthau still 
insisted and threatened to resign, so I accepted his resignation and that was the 
end of the Morgenthau plan.” 

Note how clever they were in the memo to President Truman. They didn’t 
say they would recommend legislation to confiscate German and Japanese private 
properties as reparations. That had been turned down by President Roosevelt at 
Yalta. They also knew President Truman’s stand on this point, so what reason 
do they give for wanting to confiscate all this private property? They state in 
their memo and I quote: “That the national interest requires the complete 
elimination of existing German and Japanese interests in property in the United 
States.” Harry Dexter White couldn’t get Stalin’s plan through under the 
guise of reparation, so now they came up with a new reason contrary to every 
basic American principle, of holding private property inviolate from confiscation. 

Now what did Khrushchev say on this subject of private property in his most 
recent statement reprinted in the December 1955, issue of Reader’s Digest? 
I quote as follows: “They say in the West that something has changed since the 
Geneva Conference. They say that the Soviet leaders smile but that their actions 
do not match their smiles. The smiles are sincere: We wish to live in peace. 
But if anyone thinks that our smiles mean we abandon the teachings of Marx and 
Lenin or abandon our Communist road, they are fooling themselves.” I say how 
Jong will it take us to learn? He continues as follows: “We are for coexistence. 
But we are also for the growth of communism. We are confronted with the 
reality of two different systems. You capitalists go your way so long as you 
do not see that it is the way of the blind. If you really think that your system 
is not too old and rotten, if you believe that it is really possible to keep up in 
the race, go ahead and try and compete. We will find out who is right.” 

This is what Khrushchev said. Nothing can be clearer than that. 

Let it be said to the credit of President Truman that at no time during his 
administration did he ever send a message to Congress requesting that the Trad- 
ing With the Enemy Act be amended to permanently confiscate German and Jap- 
anese private property situated in this country. 

Now. I don’t want to give the impression that the then Acting Secretary of 
State, Joseph C. Grew, was ever in favor of this Communist plan, and I believe 
the best proof of this is to check into the files of the Daily Worker on October 
4. 1942, where we find that the Grew-Berle group are called “fascists” and 
“champions of Munich.” Berle testified on August 30, 1948, to the House un- 
American activities, and I want to quote from his testimony as follows: “As 
I think many people know, in the fall of 1944 there was a difference of opinion 
in the State Department. I felt that the Russians were not going to be sym- 
pathetic and cooperative. Victory was then assured though not complete, and 
the intelligence reports which were in my charge indicated a very aggressive 
Russian policy, not at all in line with the kind of cooperation everyone was 
hoping for, and I was pressing for a pretty clean-cut showdown then, when our 
position was strongest. The opposite group in the State Department was largely 
these men-—-Mr. Acheson's group, of course, with Mr. Hiss as his principal 
assistant in the matter. I got trimmed in that fight and, as a result, went to 
Brazil and that ended my diplomatic career.” 

Now, let us see what happened to Under Secretary of State Grew who signed 
the memo to President Truman on Mav 39, 1945. Six days after the memo was 


sent to the Presideui by Grew, the I' Bl arrested John Stewart Service. a member 
of the Tliss crowd in the State Department and at the same time the FBI raided 
and seized the New York office of the pro-Commmunist magazine Amerasia where 
the FBI found 540 Government documents classified as follows : Restricted—119; 
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. Confidential—208 ; Strictly Confidential—59; Secret 153 ; and Very Secret 1 

y 4s soon as he heard of the disclosures, Under Secretary of State Grew insisted 
. wn Vigorous prosecution of everyone connected with the Amerasia case Secretary 
Grew had to disappear from the scene which he did on August 1%, 1945. - Dean 
a \eheson succeeded Grew as Under Secretary in August of 1945 and 2 days 
| later reinstated Service to the State Department and promoted him. So I say, 
e let us draw no false inferences about the memo signed by Grew on May 30, 
v O45. 

1 naidh let us see how Harry Dexter White further blackjacked the neutral 


. nations even before Potsdam. He already had Treasury agents in every Amert- 
can Embassy and Ministry throughout the world. I showed where on May 
30, 1945, Harry Dexter White succeeded in getting the memo addressed to Presi- 
D dent Truman signed asking for confiscation legislation, which request the Presi 
| dent did not approve. He only approved a further vesting and liquidation pro- 
B sram. The matter of not returning these private properties or the proceeds, with- 
out compensation, was never approved by the President, nor was their request 
for authority to present to Congress legislation that would permanently eliminate 
German private interests in property as a matter of national policy ever ap 
proved by the President; but notwithstanding, what did Harry Dexter White's 
Assistant Harold Glasser, who was also named by the Attorney General as a 
part of the Communist apparatus, do immediately thereafter? I will now tell 
you what he did. 

On November 16, 1953, there was produced at the Senate Judiciary Subcom- 
mittee hearing the following memorandum which was in response to the com- 
mittee’s request made for letters and memorandum relating to the joint con 
. tiscation message of May 30, 1945, sent to President Truman. What did the 
State Department produce? They produced a memorandum dated June 15, 
) 1945, from Harold Glasser to the Treasury Department, that means to his boss, 
: Harry Dexter White, requesting use of State Department cable facilities to in- 
; form Treasury representatives in important Embassy posts of the objectives of 
the program. Harry Dexter White then sent cables to every Treasury representa 
tive in every American Embassy and ministry in every country of the world, even 
though the President refused to adopt their program), insisting that our Am- 
| bassadors and ministers dedicate themselves to a program of getting the coun- 
tries to which they were appointed to institute legislation to permanently con- 
tiscate all German private assets with no provision for compensation of any 

kind. This was before Potsdam, and 6 months before the Paris conference. 
What could our American Ambassadors and ministers do after this order had 
been sent by Harry Dexter White? They had to fall into line. 

Remember Morgenthau’s order dated December 15, 1941, which applied to the 

, State Department and every American Ambassador and Minister throughout the 
world. The order read as follows and I quote: “On and after this date, Mr. 
Harry D. White, Assistant to the Secretary, will assume full responsibility for 
all matters with which the Treasury Department has to deal having a bearing 
on foreign relations. Mr. White will act as liaison between the Treasury Depart- 
ment and the State Department, will serve in the capacity of adviser to the 
Secretary on all Treasury foreign matters and will assume responsibility for the 
management and operation of the stabilization fund without change in existing 
procedures. Mr. White will report directly to the Secretary.” 

What could these countries do except to follow the directions of Harry Dexter 
White as transmitted to them by Treasury’s representatives in our ministries 
and embassies? Once again I say read the article that appeared in the Septem 
ber 14, 1946, issue of the Saturday Evening Post entitled “Our Battle With the 
Swiss.” All these countries needed economic aid from the United States or trade 
with the United States, so they simply had to go along with the program, for 
Harry Dexter White and his fellow conspirators would see to it that they 
wouldn’t get either credit or trade unless they submitted, just as he had handled 
Churchill at Quebec when Churchill was first given a part of the Morgenthau- 
White plan to initial before he could be sure he would get the multi-billion dollar 
loan. 

Now let us see what these countries did when the pressure was put on. 

Within a few weeks after these telegrams were sent out, most of the smaller 
Allied Nations took steps to confiscate German private property in their countries 
by issuing decrees. They are all in the record. They either had to or they would 
be penalized by the big United States. They all collapsed even before the Pots- 
dam Conference. Stalin won out. The sacred principle of private property was 
collapsing and vanishing, this time in all parts of the world. Karl Marx had 
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written in his manifesto: “You reproach us with intending to do away with your 
property. Precisely so, that is just what we intend.” Well might Khrushchey 
say in 1955 “The days of capitalism in the world are approaching their end * * 
our system will win.” 

President Truman probably knew that Morgenthau would send him a memo 
to confiscate private property, for in a surprise move he took the matter of 
reparations out of the hands of the Treasury Department, or at least believed 
he had accomplished that, when on April 28, 1945, he appointed Edwin T. Pauley 
to go to Moscow. The New York Times issue of April 28, 1945, says as follows: 
“President Truman in a surprise move appointed Edwin T. Pauley to serve as 
American member of the Allied Reparations Commission which will meet in 
Moscow next month.” I want to quote from the letter President Truman sent to 
Mr. Edwin T. Pauley and gave out at the press conference called specifically for 
that purpose on April 28, 1945. “I hereby designate you to act as my persona! 
representative with rank of Ambassador to represent and assist me in exploring, 
developing, and negotiating the formulas and methods of exacting reparations 
from the aggressive nations in the current war.” Note what Truman says, “To 
represent and assist me” in doing what? “Exploring, developing, and negotiating 
the formulas and methods of exacting reparations.” Not one word is said that 
there should be confiscation of private property of German nationals. Let me 
go on. The letter states further: “In this matter, you will represent me in 
dealing with the other interested nations.” “At the Crimea Conference it was 
agreed that Germany would be obligated to the greatest extent possible to make 
reparations in kind for the damages caused by her to the allied countries.’ 
Let me repeat what the letter says “to make reparations in kind.” Nothing in this 
sentence to confiscate private property of German civilians throughout the world 
under guise of reparations. The letter further states: “It is further agreed that 
a commission should be established to consider the question of the extent and 
method of collecting such reparations.” The letter continues: “I wish you also 
to represent the United States and me personally as a member of the commis- 
sion.” What does President Truman say in his final paragraph of this letter in 
which he cuts the ground out from under the Harry Dexter White crowd, Alger 
Hiss crowd, and Morgenthau crowd? He says: “In all matters within your 
jurisdiction you will report to me personally and directly.” Note he indirectly 
says not to Mr. Morgenthau, not to Harry Dexter White, not to Alger Hiss but 
to the President directly, and he was to discuss reparations in kind and not con- 
fiscation of private property of German citizens throughout the world. The 
President closes his letter with this paragraph: “May I express my gratification 
at your willingness to assume this important but arduous mission.” The Presi- 
dent well knew it was an arduous mission, for the Communists were not to be 
denied their demands as set out as far back as 1948 by Varga in War and the 
Working Class. 

Here, for the first time, Harry Dexter White was apparently stripped of his 
authority over monetary matters throughout the world, not only over our State 
Department but in all matters regarding reparations, which were certainly 
monetary, which he dominated from the date of the Morgenthau order of Decem- 
ber 15, 1941. But Harry Dexter White just wouldn’t be stripped of his authority. 

Here was notice to Stalin in unmistakable language and it explains why Presi- 
dent Truman went to such unusual lengths to give a copy of his letter addressed 
to Mr. Pauley to the press. Mr. Pauley had his instructions and Moscow knew 
those instructions were not in accordance with the Moscow plan. What hap- 
pened then? Mr. Pauley began his trip to Moscow with the rank of Ambassador 
personally representing the President and the United States. When Mr. Pauley 
arrived at Paris the Communist press in France greeted his arrival by saying 
that he was a reactionary, a tool of Wall Street, a Fascist. 

Pauley continued on to Moscow with the American delegation with direct in- 
structions from President Truman. The Reparations Commission was still meet- 
ing when Germany collapsed and the unconditional surrender was signed on 
May 7, 1945. The American people were jubilant. What thought did they or any 
of us give to reparations? Victory was in the air. Peace was coming. 

The world was then being prepared for the Potsdam conference where the 
victorious powers were to meet to determine the fate of Western Europe and 
perhaps the fate of the world. Now then, I don’t want to get away from my 
main topic. There are many things about the Potsdam agreement that we could 
talk about, but I want to stay with my principal subject of confiscation of private 
property, which was the only thing Communist Russia wanted the Allies to do for 
themselves and that was to be accomplished under the guise of reparations. 
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Now | am going to quote from Churchill's memoirs of the Potsdam conferenc: 
and I quote: “We ought to keep the zones agreed at Yalta,” said the President 
If we don’t, reparations and all sorts of other matters will be difficult to settle.’ 
We are not worried about reparations,” said Stalin, according to Churchill's 
memoirs. Of course Stalin wasn't worried about reparations. He was going 
to take everything he wanted anyway and when he got through there would tx 
nothing else left for the Free World to do but to confiscate private property 
rhis is just what Stalin wanted. President Truman replied to Stalin according 
to Churchill's memoirs as following: “The United States will get none anyhow, 
but they will also try to avoid paying anything.” This again establishes that 
President Truman had no intention of contiscating private property of Germa! 
und Japanese citizens under guise of reparations or as a new national policy 
Here once again President Truman shows the time-honored American policy of 
holding private property of enemies inviolate from confiscation, even in time of 
war, will not be changed, thus taking the same stand he took when he was handed 
the memo of May 30, 1945, prepared by Harry Dexter White and signed by the 
Secretary of the Treasury, the Alien Property Custodian and the Assistant Sex 
retary of State. 

Now, I don’t want to give the impression that only the Communists and thei: 
sympathizers were urging confiscation legislation. I regret to say that we had 
some politicians, Democrats during that period, who worked for confiscation of 
private enemy property for purely selfish reasons in that they wanted to hang 
on to the business plums taken over by the Office of Alien Property. Ideals or 
principles meant nothing to them and so that my Democratic colleagues may 
take no offense, I must now regretfully state that in 1953 when the Republicans 
took over the administration, Republican politicians interested in taking over 
these business plums and who did take them over began also to object to return 
ing these confiscated properties to their rightful owners. By 1955 most of thes 
Republican politicians knew that these confiscation policies were made in Moscow 
but they still object to legislation providing for full return. Some of these men 
today want to hang onto these private properties for their own gain even if the 
Nation loses, even if it means a further weakening of the Free World in its firht 
against the Communist program of the destruction of private property rights 
throughout the world, but they will scream their heads off if their propertie 
in some foreign countries are nationalized or, to use a better word, confiscated 

This now brings us to the end of the war in Europe in June 1945. The Ameri 
can people are jubilant as they well might be. Hitler is dead. The myth of 
Soviet friendship with the people of the free world is at its high point, but 
what do we see happening in Europe? An Iron Curtain is pulled down over 
news coverage. Elmer Davis, head of the Office of War Information, informs 
the world that 1,000 of his handpicked men will control news that comes oui 
of Germany. What news do we get out of Germany? Mostly that which the 
Communists want us to hear. The newspapers are filled and rightly so with 
the horror stories of Nazi brutality and of the coming trials of Nazi war crin 
inals. Japan surrenders on September 2, 1945, and the American people are 
happy and thankful that at last the war is over. And so the stage was set for 
what was to come. 

In October of 1945, two things happened almost at the same time. The first 
is that Henry Morgenthau’s book Germany Is Our Problem is published. The 
second is that on October 30, 1945, the Allied Control Council for Germany 
promulgated law No. 5. I want to take these two matters up in sequence. 

Remember that Morgenthau had been fired 3 months before. This book, al 
though bearing Morgenthau’s name as the author, was admitted even at that 
time to have been the product of Harry Dexter White and his cohorts. 

Remember that President Roosevelt could no longer defend himself. He 
was dead when the book was published. 

Now in these most recent disclosures of Yalta, made public on December 30 
1955, significantly enough we find included therein a memo made by Harry 
Dexter White for his chief, Henry Morgenthau, telling of their meeting with 
Messrs. Hull, Mathews, Stimson, and McCloy on September 20, 1944, referring. 
not to Yalta, but to the Second Quebec Conference where part of the Morgen 
thau plan was put into operation. The Harry Dexter White memo shows that 
they went to see Messrs. Hull, Mathews, Stimson, and McCloy to “wise then 
up” as to what they did at Quebec. 
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White’s memo proves that Messrs. Hull, Mathews, Stimson, and McCloy 
didn’t know what the President had signed at Quebec. Only Harry Dexter 
White and Secretary Morgenthau knew that, and there is no evidence that these 
other men ever saw any document that had actually been initialed by President 
Roosevelt and Churchill at Quebec. 

Now with these facts in mind and in the light of these most recent disclosures 
among the Yalta Papers, let’s take a good look at the front pages of the Mor- 
genthau book, Germany Is Our Problem. What do we find? We find that the 
front page contains a statement of American principles made by President 
Roosevelt regarding the future of the German people but not one word about 
confiscating their private property although it does state that we will make 
rearming impossible. Then appears the following and I quote: “On the follow- 
ing pages is reproduced a photographic copy of the memorandum summarizing 
the Morgenthau plan which President Roosevelt took with him to the historic 
Conference at Quebec in September of 1944.” 

Note what this statement fails to say. It doesn’t say that this is a photo- 
graphic copy of the memorandum summarizing the Morgenthau plan, initialed 
by President Roosevelt and Churchill at Quebec, but it cleverly implies it. It 
only says that it is a photographic copy of what President Roosevelt took with 
him to Quebec. I say I believe that statement is false. I don’t believe that 
President Roosevelt took that particular memo to Quebec. 

The photographic copy of the memo reproduced contains the provision for con- 
fiscation of German private assets throughout the world, making the American 
people and the world believe that this was a reproduction of what President 
Roosevelt and Churchill initialed at Quebec. The photographic copy does not 
contain the initials of President Roosevelt or Churchill. Why didn’t they pro- 
duce a copy showing the initials of “F.D.R.” and “W.C.” on it? Certainly Harry 
Dexter White had a signed copy and that would have been the best evidence of 
what Roosevelt and Churchill actually had signed. 

I do not believe that the original signed by President Roosevelt and Churchill 
contained a single provision to permanently confiscate all German private prop- 
erty in the United States under the heading of reparations. In view of this most 
recent Tlarry Dexter White memo, I say this raises some very grave questions 
to which the American people are entitled to an answer and I demand that the 
original document containing the initials of the President and Mr. Churchill be 
now produced. 

Now let’s return to what I said about the second important thing that hap- 
pened in 1945. In October of 1945, the same month the Morgenthau book, 
Germany Is Our Problem, came out, announcement was made of a new world- 
wide Allied Control Council law for Germany. Now what was that law? It 
is called law No. 5 of October 30, 1945, issued by the Allied Control Council for 
yermany, and I am now going to quote that law; but before I quote this law, 
I want to make it clear that not until long after the war was over did the 
American people discover nor did Congress discover that in all financial matters 
relating to the occupation of Germany, the military, although they had to sign 
the orders, had nothing to say. In all financial matters, the military took orders 
from the Treasury Department, Harry Dexter White, based on the authority 
of the Morgenthau letter of February 25, 1943, addressed to Harry Dexter 
White and I would like to quote from that letter once again as follows: “* * * I 
would like you to take supervision over and assume full responsibility for 
Treasury’s participation in all economic and financial matters * * * in connec- 
tion with the operations of the Army and Navy and civilian affairs in the for- 
eign areas in which our Armed Forces are operating or are likely to operate.” 
This was what President Dwight D. Eisenhower, then Gen. Dwight D. Eisen- 
hower, had to work under. What did this mean? This meant that the entire 
economic policy of occupied Germany was made by Harry Dexter White and 
only long after do we find out that Harry Dexter White actually gave the plates 
from which the oecupation currency was printed to Russia. To this date we 
do not know how many millions of occupation bills were printed from those 
plates but we do know that it led to a situation in Western Germany where 
there had to be a complete devaluation of the mark with all the terrible con- 
sequences that brought with it. 

Now let me return to that law No. 5 of October 30, 1945, by the Allied Con- 
trol Council and I quote: “Whereas the Control Council is determined to assume 
control of all German assets abroad and to divest the said assets of their Ger- 
man ownership with the intention thereby of promoting international peace and 
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ective security by the elimination of German war potentials.” Note what it 
says. It says “Assume control of German assets abroad and to divest the said 
issets of their German ownership with the intention thereby of promoting inter- 

itional peace and collective security by the elimination of German war po- 
tentials.” Noble purposes indeed, but can anyone doubt that the main reason 
for that preamble to this law was basic Communist policy for the destruction of 
private property rights? 

Stalin had now gotten what he wanted as Varga set out as Communist policy 
n “War and the Working Class” in October of 1943. Stalin was no longer inter- 
ested in what would be done at the Paris Reparations Conference, or was he? He 
was only interested from the standpoint of what Russia could take physically ; 
hut make no mistake about it, he was vitally interested that the nations of the 
free world at the Paris Reparations Conference would confiscate all private 
property throughout the entire world of German and Japanese citizens, not only 
those found in the allied countries but those found in neutral countries. 

\t the Paris Reparation Conference of December 21, 1945, the Allied Govern 
ments agreed as follows: “(a@) Each signatory government shall, under such 
procedures as it may choose, hold or dispose of German enemy assets within its 

irisdiction in manners designed to preclude their return to German owner- 
ship or control and shall charge against its reparation share such assets (net of 
acerued taxes, liens, expenses of administration, other in rem charges against 
specifica items and legitimate contract claims against the German former owners 
of such assets ).” 

Legislation was introduced relating to confiscation of German and Japanese 
private properties in the United States as early as 1943. We had a Democratic 
administration in 1943. In 1944 the same legislation was introduced and was 
pending during and after the Quebec Conference but not once did President 
Roosevelt nake one move to show his approval of such legislation. In 1945 when 
Truman was president, we see still these same bills being introduced. In 1946 
the same bills were again introduced. This was after the Paris Reparation 
Agreement and yet not once did President Truman show any indication that he 
supported such legislation. 

In 1947 the same bills were again introduced, and remember, during those years 
we had a Democratic administration and a Democratic Congress but at no time, 
as I said before, did President Franklin D. Roosevelt or President Truman indi- 
cate to Members of Congress that they favored legislation that would permanently 
confiscate private properties of German and Japanese citizens. When confisca- 
tion legislation was passed, it was done by the 80th Republican Congress when 
the Democrats were in control of the executive branch of the Government, and I 
am going to show how the White, Glasser, Coe and Hiss group with the help of 
the Office of Alien Property got that done by trickery and deceit and how they 
fooled the veterans. 

In my first exposé of these Communist plans on January 29, 1951, before the 
Yalta Conference disclosures came out and before the White case was exposed, 
I said, “Where, oh, where in Heaven’s name was the Foreign Relations Committee 
of the United States Senate? What was that committee doing? The answer is 
nothing.” Mr. President, I say to the citizens of America that want to blame the 
President or Republicans or Democrats that the Republicans are just as guilty as 
are the Democrats, those who were members of the Foreign Relations Committee, 
because all through the 80th Congress, the votes were 13 to nothing. I said 
further that some of the Republicans will, when the damage is done, try to blame 
the Democrats but I say, look at the record of the 80th Congress and let us not 
forget that it was the 80th Republican Congress under the Democratic Executive 
administration which passed legislation permanently confiscating German and 
Japanese private properties of civilians, but I say that we were tricked into doing 
it and I am going to prove it. 

Shortly after September 1945, immediately after the official surrender of Japan, 
the Members of Congress began to get letters from their constituents protesting 
that with the defeat of Nazi Germany some 5 months before that time, there came 
the clamping down of the Iron Curtain and it had reached such an extent that 
even the Red Cross refused to deliver any messages from people in Germany to 
people in the United States or from people in the United States to people in Ger- 
many, and yet the Red Cross in the United States right up until the unconditional 
surrender of the Hitler regime had accepted those messages and they were han- 
dled through the German and Swiss Red Cross. The reason given was that com- 
munications had broken down but this was only true in part because the Salvation 
Army who handled similar messages during the war through the Swiss and Ger- 
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man Salvation Army continued to deliver such messages regardless of the Iron 
Curtain, and so did church groups through the Vatican for both Protestant and 
Catholic people. Why did they want this blackout? Simply to cover up the 
terrible things that were happening in Germany. 

$v December of 1945 Congress was being deluged with letters from hundreds 
of thousands of people asking that they be permitted to send food and clothing 
to their relatives. Many hundreds of Members of Congress, Senators and Con- 
gressmen alike, asked the Treasury Department why a general license couldn't 
be issued and our letters and the letters from people asking to send food and 
clothing to their relatives in Germany all landed in the hands of Harry Dexter 
White and his coconspirators who had control of the Trading With the Enemy 
Act. 

it was during this particular period, when Harry Dexter White refused to issue 
a general license, that I and other Members of Congress first began to become 
suspicious of him. All that the American people wanted, in the winter of 1945, 
was to be able to send food and clothing to their friends and relatives in Germany 
All they wanted to be able to do, was to write letters to their relatives and friends 
in Germany to see whether they were alive or dead and they weren't allowed to do 
it.. If they tried to send a message through a neutral country and were caught, 
they were subject to a $10,000 fine and 10 years in the penitentiary for trading 
with the enemy even though the war was over. 

Harry Dexter White had issued hundreds of orders during the war granting 
permission to deal with the enemy, which was in some cases necessary, through 
neutral countries; but when the war was over, he refused to issue a general 
license to the American people to send food, clothing, and medical supplies to 
the civilian population in Germany. 

Every letter that went to the Treasury Department for a license permitting 
American citizens, charitable institutions, and religious groups to send food and 
clothing to starving people in Germany brought replies which evaded the issue 
and put it all on a matter of sending money into Germany which the Treasury 
Department said was impossible because it would be some time before they could 
establish an official rate of exchange. 

There were two things these American citizens wanted. One was to be able 
to write to their relatives to find out if they were alive or dead and the second 
was to permit them to send food and clothing to their friends and relatives in 
Germany. It is silly to think they wanted to send money, as there wasn’t any- 
thing in Germany anyone could buy with money. 

American church groups of all denominations requested a license from the 
Treasury Department so that they. as church groups, could undertake this relief 
work, but no license was issued. They told us that the transportation system had 
broken down in Germany and it probably had, but we had many ships available 
that could have been used to transport food and clothing which these church 
groups wanted to collect and send to Germany. The church groups would have 
used their own people, their own transportation, and their own trucks and worked 
with the related church groups in Germany in distributing the food and clothing, 
but the Treasury Department refused to issue a general license. The Iron Cur- 
ain had been rung down. 

Look through the Congressional Record from September 2, 1945, the date of 
the official surrender of Japan, all through the year 1945 and the beginning of 
1946, and what do you find? One letter after the other put in the Record by 
Senators and Congressmen requesting a general license to send food and clothing 
to the civilian population in Germany, but yet no general license was issued. 

Churchill had been defeated. At that time the Labour Party had taken over 
in England and the situation got so bad that on August 16, 1945, Churchill said 
in the House of Commons as follows and I quote: “I must put on record my 
own opinion that the provisional western frontier agreed upon for Poland, com- 
prising as it does one-quarter of the arable land of Germany, is not a good augury 
for the future of Europe. I am particularly concerned at this moment with 
reports reaching us of conditions under which the expulsion and exodus of Ger- 
mans from new Poland have been carried out. Between 8 million and 9 million 
persons dwelt in these regions before the war. Enormous numbers are unac- 
counted for. Where have they gone and what is their fate? Guarded accounts 
of what is happening had filtered through but it is not impossible that tragedy 
on a prodigious scale is imposing itself behind the Iron Curtain which at present 
divides Europe in twain. I should welcome any statement which the Prime 
Minister can make which will relieve us or inform us on this very anxious and 
grievous matter.” . 
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Cwo weeks before Churciiill’s message in the House of Commons, a deputation 
British churchmen headed by the Anglican archbishop of York representing 

e Anglican archbishop of Canterbury and the entire Anglican Church, to 
gether with the archbishop of Westminster and other Catholic bishops, appealed 

person to the British Prime Minister in this matter. The churchmen pointed 

the hardships of the millions of Germans who have been forcibly expelled 
from Poland and the German territories handed over to Poland and from the 
Czech Sudetenland. The British Prime Minister replied that “the problem was 
ilready engaging the anxious attention of the British Government which was 
doing its utmost to overcome the difficulties facing Europe in the coming winter, 
particularly as regards coal, food, and transport.” He pointed out that “the 
particular problem of German refugees from Eastern Europe was not one for 
which the British Government was in any way responsible, and that steps had 
now been taken to suspend further expulsions pending further consideration of 
the matter of the allied Government.” 

In the August 13, 1945, issue of Time magazine, this mass expulsion is de- 
scribed as follows: “In what was once Eastern German an anguished tide of 

imanity, one of the greatest mass movements of Germans in history, flowed 
toward the borders of the shrunken German Reich. At least 10 million hungry 
Germans were being uprooted from their homes in East Prussia, Pomerania, 
Silesia, and Sudentenland by the new Polish, Czech, and Russian owners. The 

anderers choked the roads in Russian-occupied Germany, ragged, barefoot, with 
hildren in their arms and the shabby remains of their homes stacked on perambu 
ators, carts, and wheelbarrows, as they trudged westward. But they were barred 

‘om the British and United Siates Zones, no UNRRA was on hand to help, 
hough their problem immensely outscales that of displaced persons elsewhere in 
l.urope. . 

That was what Time mugazine said. Who wrote the constitution of UNRRA 
Alger Hiss, the convicted conspirator. And so we come to November of 1045 
und & years later in November of 1953 we find out that Harry Dexter White, in 
November 1945, was already being investigated by the FBI. 

What did Gen. Dwight ID. Eisenhower say to all these things that were happen- 
ng in Germany in 1945? It isallinthe record. When Senators and Congressmen 
appealed to him in this situation, his reply read as follows: “My biggest job in 
Germany this winter is to keep the German population from starving.” Less 
than 9 months before, during Christmas of 1944, just a few months before he 
died, President Roosevelt stated that “This country has no desire to crush and 
exterminate the German people.” That's what President Roosevelt said. I said 
there were no UNRRA benefits for these starving German people. Why? Be 
cause under the Communist plan put through by Alger Hiss and [larry Dexter 
White, not one crust of bread could be given by UNRRA to any person of German 
ethnie origin. The American people were trying to do everything possible to 
change this situation but the godless, atheistic Communists in ovr Government 
didn’t let them. 

So that we may recall to mind just how bad that situation was, I want to read 
the article appearing in the November 28, 1945, issue of the Christian Century and 
it is entitled “Shall the Church Become an Accessory to Murder?” It reads as 
follows: 

“Silent concurrence by the churches in murder by starvation makes the church 
an accessory to the crime. As a result of the Potsdam decisions, millions of Get 
mans are starving now. Before the winter is over, five times as many Germans 
will die as died in the recent war, according to Bishop Dibelius of Berlin. By no 
stretch of the imagination can these doomed babies. their mothers and the aged 
be called war criminals. They have had no trial. What is happening to them is 
therefore not retributive justice but murder. Is the church to remain silent while 
wholesale murder by starvation is committed? An individual who knows that a 
crime is being committed and who does not communicate that knowledge or go 
to the aid of the person in peril is held legally responsible for his silence. He is 
held to be an accessory to the crime. Will history try and condemn the Christian 
church as an accessory to the infamy of Potsdam? It will and should do so unless 
the churches cry out in the name of the compassionate Christ against this hich 
crime against humanity. It will and should do so unless the churches immedi- 
ately mobilize all their resources to aid this part of the world Christian com- 
munity. This aid can be given. It can be given by telling as much of the truth 
as the churches have been permitted to learn. It can be given by immediate, 
concerted and large-scale efforts to breach the wall of silence which is raised by 
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Potsdam around the millions of dead and dying in Central Europe. Public opinion 
in Great Britain has swung in the last 3 weeks against the Potsdam policy of 
mass starvation. The bishops of the Roman Catholic Church, meeting in Wash. 
ington in their annual conference, have just denounced our treatment of the 
people of Germany, Austria, and Hungary in a spirit of vengeance. They declare 
that every report indicates that unless heroic measures are taken at once, millions 
will die from starvation and exposure during the coming winter. The feeding and 
clothing and sheltering of these suffering people is not a work which can be left 
to some future convenient date. They hold that Congress must promptly appropri 
ate funds for this purpose and that private relief agencies must be freed to do 
their part. In this category they, of course, include church relief agencies. We 
rejoice to hear Catholic leadership in America speaking to the Government in 
this unequivocal tone. How long will it be before Protestant leadership summons 
equal courage? Opinion will change here if the people are given the truth. The 
church dare not withhold what it already knows. Its mission is to speak for 
humanity. It is commanded to work for forgiveness and reconciliation. If it fails 
in this crisis, it has not only missed an opportunity to set its record straigh: 
before history, it has also betrayed its mandate from Christ who is its head 

“If every person in America should immediately start doing everything in his 
power to save the helpless victims of Potsdam, great numbers would die in spite 
of all that could be done. But the fate of even greater numbers depends upon the 
American people and particularly upon the American churches. The churches 
are the conscience of the Nation. That conscience must now speak to President 
Truman. It must thunder through the quiet corridors of the Department of 
State. It must demand that the United States Government order the release of 
the 20,000 tons of Army rations which were sent to Europe for the use of soldiers 
who have now returned. It must demand that the ban which prevents all private 
agencies, including the churches, from sending food or other material! relie! 
into Germany, be immediately lifted.” 

So ends the article. 

That article appeared on November 28, 1945, and 8 years later to the month, 
we have confirmation of my charges made in 1951 that Harry Dexter White was 
au spy. 

It is obvious that this was all part of Stalin’s plan to so weaken what was left 
of Germany, that it would be a pushover when the Communists would reach the 
point when their timetable said they would be ready to dominate the world. 

Contrast this situation in the winter of 1945-46 with the pledge President 
Roosevelt made in 1943. That pledge was as follows and I quote: 

“Except for th vesponsible Fascist leaders, the people of the Axis need not 
fear uncondition:: surrender to the United Nations. I have said that we shall 
bring food for the starving and medicine for the sick in the areas liberated by 
the United Nations. We have done so under Lend-Lease in North Africa. We 
are doing so in Sicily. We shall continue to do so in other areas as they are 
liberated to prevent economic breakdown and to aid the liberated peoples to 
produce and to help themselves. We shall provide these necessary operations and 
aus a matter of simple humanity. The people of Axis-controlled areas may be 
assured that when they agree to unconditional surrender they will not be trading 
Axis despotism for ruin under the United Nations.” 

The record shows that General Eisenhower requested 300,000 tons of food- 
stuff for the German population and General Eisenhower warned and I quote: 

“The diet available now is less than half of what is regarded as sufficient and 
may lead to widespread malnutrition and disease inciting to the disorder of 
desperation during the coming winter.” 

The record also shows that when General Eisenhower appealed to the Treasury 
Department to raise its restrictions to permit Americans to send food and cloth- 
ing to the starving people in Germany, the answer was always that matters 
of occupation were for the four powers to decide and, of course, we know that 
it had been agreed that nothing would be done by the four powers unless the 
decision was unanimous and we know now, as far as the Allied Control Council 
Was concerned in matters of e-cnomy, it wes purely in the hands of the Harry 
Dexter White crowd and not in the hauds of ihe military. 

And so we go through the winter of 1945-46. Thousands of German women und 
children are dying from starvation. We finally read that the German people 
cut down the trees and anything that will burn to keep themselves from freezing 
to death. 
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Harry Dexter White left the Treasury Department toward the end of 1145 
hen the FBI started investigating him but his cohorts were still in control 
f the Treasury Department and the Congress finally had to amend the Trading 

With the Enemy Act 6 months later to permit American citizens to send food 
and clothing and medical supplies to their starving relatives in Germany because 
lierry Dexter White's cohorts in the Treasury Department still refused to issue 
i general license. 

President Truman was tricked, through lies and deceit, into making state 

ents that there was no starvation in Germany. In January of 1946, some 4 

onths after the close of the war, when the German people were going through 
the throes of one of their worst winters without food, clothing or shelter, ou 
freasury Department, the Harry Dexter White crowd still there, the Alget 
Hiss crowd and their fellow travelers, and those who followed their line in 
the press and radio were still insisting that there was no starvation in German) 
Let the record show, and it is time that it is brought out, that at that time 
President Truman was misled to such an extent that when a bipartisan com 
mittee consisting of the late Senator Kenneth Wherry, Republican, Senator 
James Eastland, Democrat and the late Senator Robert La Follette, Independent 
vent to the White House for a conference with President Truman and told him 
of the serious conditions they had definite proof existed in Germany, the Presi 
dent told them that the Treasury Department had told him the truth and he 
didn’t believe the German people were starving. It was then that more than 
30 Senators, Republicans and Democrats alike, agreed that every day as long 
as it woukl take for each Senator to speak, the Senate would be concerned with 
only the problem of starvation in Germany. 

When word got to the White House that the first speaker on this gruesome 
subject was to be Senator Capehart from Indiana and that Senator Capehart 
had actually started his first speech, President Truman called in the press and 
cut the ground out from under the Treasury crowd by stating that there was 
starvation in Germany and that the American military government would aid 
the civilian population; but vet even then the Treasury Department refused to 
issue a general license to American churches and individuals and philanthropy 
organizations which would permit them to keep the civilian population of 
Germany from starving, and it was finally necessary for this Congress to amend 
the Trading With the Enemy Act to make that possible, but that wasn’t accom 
plished until a year and a half after the close of the war. 

I believe that it hus never been told on the Senate floor that this distinguished 
group of Senators called on President Truman in that regard. 

We now find that during the same month, January of 1946, when these dis 
tinguished Senators called on President Truman, he had on his desk the FBI 
report that Harry Dexter White was a spy, but 1 believe that the President's 
action the next day in putting the lie on the statements by the Treasury 1 
partment, that there was no starvation in Germany proves to me that he be 
lieved those FBI reports and was going to do everything possible to counteract 
the damage done by this spy and ethers associated with him 

At this point I want to say that there isn’t a single country in the free world 
that hasn't been infiltrated by Communist spies and traitors. That is the way 
the Communists work. They will be found in a Republican administration as 
they will be found in a Democratic administration, but we must be everlasting!y 
on our guard and must understand the nature of communism and its basi: 
principles. Knowledge of the basic principles of communism is our best de 
fense against internal subversive activities. and every attack on the sanctity of 
private property must be recognized for what it is. 

And so we come to 1947 and 1948. Harry Dexter White was out of the 
Treasury Department but his associates were still riding high and Alger Hiss 
and his cohorts were still great men. 

I showed how Harry Dexter White sent his Treasury men into every neutral 
country and forced those in charge of the Germans there to violate their own 
laws and gave them lists of every German property owner. Little Switzerland 
was forced by foreign funds control to violate its own banking law, and did se 
after threats of trade restrictions, after having protested without success for 
many months to the Hiss crowd in the State Department, and finally gave them 
the lists of every piece of property and every bank account of every German 
civilian. 

Who did they send into Switzerland after they had sent Lauchlin Currie? None 
other than John Carter Vincent, who was one of the most vocal exponents of the 
line that the Chinese Reds were merely agrarian reformers. He was one of the 
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State Department men who publicly praised the division of Korea after World 
War IT as “an auspicious test of Soviet-American cooperation in the Far East.” 
Everyone knows what happened to us in Korea just a few years after he made 
that statement. That is the type of men we sent into neutral countries and re- 
member they did this even before the second Quebec Conference while the Yalta 
Conference was going on and while the Potsdam Conference was in session. They 
made it appear that the United States was taking the lead in confiscation through- 
out the world and that other countries followed, when in truth and in fact they did 
not come before this Congress to get confiscation legislation passed until they had 
accomplished it in the other countries in the world. This confiscation of prop- 
erties even in neutral countries was done on the theory that “we do not want the 
Nazi war criminals to gain from the loot they might have placed in neutral coun- 
tries.” In truth and in fact, it worked out just the other way, and they knew it 
would work that way. The German civilian who opposed Hitler and who did not 
want Hitler to use his savings in a war, and who violated Hitler’s foreign ex- 
change laws at the risk of being placed in a concentration camp, to get his few 
savings out of Germany into a neutral country, was stripped of those possessions : 
And there were vast numbers of such German civilians. Did Harry Dexter White 
and others plan to drive them from their friendship to the United States into the 
Communist camp? Did the Hiss crowd in the State Department, working hand 
in glove with White, and who turned down every protest of every neutral country 
against such blackmailing, also plan to drive the German civilian population into 
the Communist fold? Wasn't Stalin’s plan to drive from the minds of men, all 
thoughts of the sanctity of private property, also being worried by these traitors 
throughout the world at the same time? There simply cannot be any question 
about it. 

So the stage was set for such confiscation in the United States. But even this 
pretense of justice and legality was not enough. They knew that they could not 
bring about confiscation of such property here unless they tied in a good use of the 
funds to be confiscated, so they came up with the idea to confiscate all German 
and Japanese private property in the United States to compensate Americans who 
were injured by violations of the rules of war. That meant that all such property 
had to be confiscated first before the compensation could be made. They knew 
that anyone would be branded a Nazi or a Fascist, the scum of the earth, if he 
objected to confiscation and to the use of those funds for that purpose: And there 
is no doubt that every American, no matter how much he may be against con- 
fisecation, would want to see his American neighbors who were thus injured fully 
compensated, as much as it was humanly possible to do. But the Hiss-White crew 
knew all along that the German people and the Japanese people abhorred the 
crimes for which compensation was planned for the American victims, and if given 
a chance, they would have compensated for them themselves. Let us not forget 
that immediately after the close of hostilities in Europe the first thing the German 
civilian population did was to take steps to make restitution as much as possible 
to all victims of Hitler persecution, Jews and Christians alike. They did make res- 
titution for they abhorred the crimes for which they took the blame. The West 
German Government has done a remarkable job in making restitution to the 
victims of Hitler’s atrocities and today they are paying $60 million a year to the 
State of Israel, and as Chancellor Adenauer has said, “as soon as Germany 
is unified they intend to pay even more.” 

Yes, Mr. President, the White-Hiss crew and their followers knew full well 
that no one could object to such confiscatory legislation since the moneys would 
be used for the veterans. So once again those who ordinarily would have come 
forward to tell the Congress that the plan was wrong were effectively silenced 
for fear of being smeared in public press and over the radio. As a consequence, 
the American chamber of commerce kept silent: leaders of the American Bar 
Association kept silent: Americans of German and Japanese birth who tried to 
provide for their relatives in enemy countries after the war was over, by gifts, 
legacies, annuities, trusts, insurance policies, ete., kept silent and saw their prop- 
erties confiscated, for they knew that they would be smeared in the public eye 
even if they only came forward to ask that a distinction be made between prop- 
erty basically and intrinsically American property and that which is basically 
and intrinsically enemy property. 

Who did the White-Hiss crowd unknowingly and unwittingly use, Mr. Presi- 
dent, to carry out their purposes? Certainly, there can be no further doubt as to 
what effect these policies would have and have had on the civilian population 
of Germany and Japan. They used the American Legion, the Veterans of Foreign 
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Wars, and other veteran organizations: they fooled them just as they fooled the 
Congress of the United States, and used the Congress as a cat’s paw to further 
the master plan of the Kremlin—to drive from the minds of men that there is 
inything sacred about private property Yes, the White-Hiss crowd achieved 
their purposes to strip every German civilian, every widow and orphan of every 
thing, even taking the property of American citizens of German birth who had 
tried to proyide for their mothers, fathers, sisters, brothers, and other kin in 
Germany by gifts, bequests, trusts—-some of them created long before the war 
The very men and women in the German civilian population most closely affili 
ated with ideas and ideals of American democracy, which they learned from their 
\merican relatives, the very ones who were the greatest thorn in Hitler's skin 
during the war: the ones who were subject to discrimination and repressions of 
all sorts, and who at best were listed by the Gestapo as politically unreliable 
the very ones whom we now hope will help us in the defense of the free world 
rhey had their properties confiscated. All those things were done before most 
people knew or suspected any disloyalty on the part of Alger Hiss, Harry Dexter 
White, Laurence Duggan, and the rest; and it all happened while Gerhard Pislet 
Kremlin Communist agent No. 1, was operating in the United States, pulling al 
the strings and watching the puppets jump. 

When did we Republicans who controlled the 80th Congress pass this confisca 
tion legislation? It happened in 1948, about the same time that the House Un 
American Activities Committee first began to investigate Harry Dexter White 

On February 13, 1948, Harry Dexter White appeared before the committee 
after he had been accused by former Communist agents of belonging to the Com 
munist spy apparatus. In true Communist fashion, here is his statement that 
he made before the committee as taken from the record and I quote: “I should 
like to state at the start that I am not now and never have been a Communist 
nor even close to becoming one. I believe in freedom of religion, freedom of 
speech, freedom of thought. I believe in the goal of equality of opportunity, and 
the right of each individual to follow the calling of his or her own choice. 1 
believe in the freedom of choice of one’s representatives in government, untran 
meled by machine guns, secret police, or a police state. IT am opposed to arbi 
trary and unwarranted use of power or authority from whatever source o1 
against any individual or group. I believe in a government of law, not of men 
where law is above any man, and not any man above the law I consider these 
principles sacred: I regard them as the basic fabric of our American way of life 

When the committee members questioned him further about the S men and 
women who were named as Communist spies and had worked for him at the 
Treasury and 2 others who were his closest friends, White, in true Communist 
style, admitted that he knew these people but that they were individually, “A 
very charming fellow,” “A very fine chap.” Yes, said the committee, but some 
of these people had lost their charm on the witness stand while taking refuge 
behind the fifth amendment. Would that influence White's judgment of them ’ 
Well, he didn’t know, it was hard to figure what they might have been thinking 
Would he change his mind if he saw a Communist card held by one of them 
Well, again he didn’t know. Couldn't a witness perhaps be framed with a forged 
eard? 

Three days later he died of a heart attack. In the eves of a great segment of 
the press he was a hero. Only a few printed that he died from an overdose of 
digitalis, and very few indicated that it might have been suicide. He was a her 
to a large portion of our great American free press, and so was Alger Hiss: and 
so our Republican SOth Congress passed this confiscation legislation. 

I say it is time for the Republican Party to purge itself/and return to basi 
American principles in this matter, and I say that it cannot be done unless we 
return every piece of private property that was confiscated. Of course we are 
going to have to make provisions for those veterans who were injured by vio- 
lations of the rules of war, but if we have to take it out of the Public Treasury, we 
Republicans had better do it. I am sure that many Democratic Senators who 
regret as deeply as do I that we had traitors in our Government are fully in 
agreement on this fundamental point, so vital to the free world; but I also say 
that we are going to have to have some leadership from the executive branch 
of the Government, and I am going to get to that point in just a few minutes. 

I don’t believe that President Eisenhower knows that during that same period 
in 1951, at the exact time he was in Germany at the request of President Truman 
to try to get the West German Government to join the free nations of the world 
in a mutual defense against communism, there were still men in the department 
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of Justice, Office of Alien Property who were playing the Kremlin game and were 
trying to sabotage what General Eisenhower was trying to do in Germany. 
Right at the time he was in Frankfort on January 20, 1951, when he gave an 
interview to the New York Times, the Department of Justice advertised that 
they were going to sell the German Embassy located in Washington, D.C. That 
meant that when a new German Ambassador would come here he wouldn’t even 
have a place to hang his hat. What did the New York Times interview with 
General Eisenhower state in its issue of January 20, 19517 I wouNl now like to 
quote what General Eisenhower said. “I would like to see the German people 
lined up with others in the defense of the western type of civilization.” When 
asked by the press whether he believed the Germans should be mobilized to assist 
in the Western defense, he said, “there is no place for neutrality when civiliza 
tions are in conflict.” General Eisenhower emphusized, however, that the Ger 
nians should be allowed to come into the defense alliance of their own free wil 
He further said: “It is silly to think of trying to put them in against their wishes 
No soldier loves the frontlines. He likes to feel he is fighting for a cause, and 
no man in the frontlines ought to feel he is lacking in that conviction.” 

President Eisenhower, right while you were in Germany trying to line up 
Western Germany, that is what the Department of Justice was doing to help you 

The Department of Justice, Office of Alien Property, did sell the German En 
bassy notwithstanding all protests from many Democratic and Republican Sena 
tors alike and so then it was necessary for us to introduce legislation appropriat 
ing $800,000 of the taxpayers’ money to give to the Federal Republic of Germany 
to build a new Embassy so that the Ambassador when he came here would have 
some place to hang his hat; and I introduced that legislation, and it became law. 

The relentless work of the House Un-American Activities Committee in ferret 
ing out the subversives in our Government finally gave courage to those who knew 
these policies were wrong to come forward and bring the facts to the Congress 
of the United States. During the session of the 82d Congress, Senators Herbert 
(Conor, of Maryland, Kenneth Wherry and Hugh Butler of Nebraska, and my- 
self, recognizing the injustices and wrongs that had been done in confiscatory 
legislation, introduced a bill in the United States Senate, known as 8. 2929, pro- 
viding for the return of seized properties to German civilians, where such proper- 
ty arose by gift, devise, bequest, or inheritance from an American citizen, and 
where such persons proved they were not members of the Nazi Party. The 
bill was sent to the Senate Judiciary Committee under the chairmanship of the 
late great American Senator, Pat McCarran. The committee held extensive hear- 
ings, and, of course, the principal objectors were—you know who, Mr. President 
the Office of Alien Property: and they used the patriotic members of the War 
Claims Commission as their stooges. 

The Senate Judiciary Committee, consisting of the Honorable Senators Pat 
McCarran, of Nevada. chairman: Harley M. Kilgore, of West Virginia; James 
©. Eastland, of Mississippi: Warren G. Magnuson, of Washington: Herbert 
O’Conor, of Maryland: Frank P. Graham, of North Carolina; Estes Kefauver, 
of Tennessee; Alexander Wiley, of Wisconsin; Homer Ferguson, of Michigan : 
Vorrest C. Donnell, of Missouri: William E. Jenner, of Indiana: and myself, 
carefully considered all the objections of the Office of Alien Property Custodian 
and of the War Claims Commission; and that committee, in its report to the 
Senate, unanimously waved aside these objections as meritless. The commit- 
tee had voted unanimously for this amendment to the Trading With the Enemy 
Act. 

When the bill came before the Senate, this body discussed it, adopted the com- 
mittee report. Although Senator Dennis Chavez blocked a vote on the bill three 
times, it finally passed by unanimous vote. The Senate said to the Department 
of Justice, Office of Alien Property, “You never should have confiscated these prop- 
erties.” For the committee report said and I quote: “That such property is not 
enemy property within the strict sense of the word, nor is it enemy property 
within the spirit of the Trading With the Enemy Act. It is intrinsically and in- 
horently American property. Said property was amassed and earned in America 
by American citizens. It remained in this country to aid and abet the Government 
in the way all property does, to a successful fruition of the war. Certainly, and 
no one would contend otherwise, it was not the desire of Congress or the people of 
this country to seize such property.” 

Now if it is true, and it is true, that it was not the policy of the Congress of the 
United States nor of the people of the United States to confiscate such property, 
then whose policy was it? Of course it was Stalin’s policy, still carried out in the 
Department of Justice, Office of Alien Property. 
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‘re But after this above legislation was passed unanimously in the Senate ‘ 
ny «partment of Justice, Office of Alien Property, got it pigeonholed in the House 
an erstate and Foreign Commerce Committee, which committee was first used as 
! eir tool, and the tool of Harry Dexter White, in sponsoring confiscation legisla 
mn, and there it died 
en In 1953 the identical legislation to return these estates and trusts and proceeds 
om insurance policies taken from Atnerican citizens was being considered ce 
ore by the Senate Judiciary Committee, so we requested the advice of the De 
martment of Justice, Office of Alien Property, as to their feeling about this legisla 
e! on, and to our amnuzement, we get a reply from the now Republican Department 
Justice containing practically the same objections that were made by thelr 
lemocratic predecessors in that Office, notwithstanding the fact that the fT te 
States Senate had unanimously passed similar legislation. This was done a 
: nie time the President and Secretary of State were doing everything possible to 
ng the West German Government into the defense alliance set up by the nations 
La the free world 


Farly in 1953 Chancellor Konrad Adenauer, that stalwart defender of the p: 
up ples we of the free world hold so dear, paid a visit to President Eisenhower at 


i he White House. There they discussed various problems and Chancellor Aden 

iuer called the attention of the President to the very serious situation his Govern 
a ment was confronted with resulting from the confiscation of all German private 
r issets in the United States and then told President Eisenhower that even up to 
cs the time of his visit, the Department of Justice was still vesting German propet 
~ ties. The President could hardly believe this but when he made inguiry, he found 
“ out that if was true, and he immediately ordered them to stop. When this hap 


4 pened, a number of Senators made inguiry of the White House to get a copy of Lin 
President's order and were advised that the President dida't issue a written order 


e It was simply a verbal order. Why didn't the Department of Justice tell President 
rt Kisenhower they were still vesting German properties in 19537 Even the Secre 
; tary of State didn’t know it. Why didn’t they tell the Secretary of State? It 
a shows very plainly here that there has been no teamwork between the Department 
of Justice and its Office of Alien Property and the Secretary of State's Office, and 
ie I am afraid this situation is not going to change until we get the operations of the 


d Office of Alien Property in line with our national policy 
During Chancellor Adenauer’s visit to President Eisenhower, an announcement 


was made that the President had ordered the return of 50 boats to West Germany, 
. and I for one am positive that, if the President could have done so, he would have 
r immediately ordered the return of all vested private properties, but he couldn't 
r do it because we Republicans in the SOth Congress had added section 39 to the 
Trading With the Enemy Act, permanently confiscating all German and Japanese 
. property in this country. Sure, we were tricked into doing it, but we did it 
i At this point I want to pay particular credit to my distinguished Democratic 
t colleague from New Mexico, the Honorable Dennis Chavez. Senator Chavez 


represents a State which had probably more veterans who were cruelly tor- 
tured in Japanese prison camps than any other State in the Union. Obviously 
: he was anxious to see that those veterans were compensated for violations of 
the rules of war, and he was for the confiscation legislation tying up the confis 





: cation of German and Japanese private property with the War Claims Act 
On June 27, 1953, Senator Chavez introduced Senate Resolution, I believe 
. it was No. 92, that would return all confiscated private property of German and 
Japanese citizens with the exception, of course, of any return to those behind 
the Iron Curtain. Their properties would be held in trust and if, of course, 
prohibited return to war criminals which has always been a part of all legislation 
| introduced to return these properties. 


The record of the Senate Judiciary Committee will show that at no time 
prior to the Attorney General’s confirmation that Harry Dexter White was a 
spy. made in November of 1953, did the Department of Justice under the direc 
tion of a Republican Attorney General ever indicate that it approved any bill 
under consideration by the committee which would even return part of these 
confiscated properties. 

That is the record, and I am going to tell vou why. 

Because there are men in the Department of Justice and in the Office of Alien 
Property who have friends in these companies taken over by the Department 
of Justice, who want to hold on to these business plums, and I want to tell you 
now that even after the Senate Judiciary subcommittee in its hearings on No- 
vember 16, 1953, brought out that the whole confiscation plan was Moscow's 
plan carried out by Harry Dexter White, as I have detailed in this speech, the 
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Department of Justice under this Republican administration still came forward 
with the old story we have heard so often before, which is absolutely contrary 
to the position taken by our Secretary of State, the Honorable John Foster Dulles 

The subcommittee was considering the Dirksen bill, S. 3424, now known as the 
Kilgore-Dirksen bill, S. 995. This original Dirksen bill was carefully drafted 
by both Republicans and Democrats to amend the Trading With the Enemy Act 
in such a way, to make it conform to those basic American principles of the in 
violability of private property. That bill provided that all properties. be re 
turned except to war criminals and to Nazis. It also provided that the property 
of German citizens who are behind the Iron Curtain would be returned some 
time when they are free, the thought being to give these East Germans, now 
in slavery, hope and to strengthen their will to resist continued Communist 
pressure. None of us, of course, want the Communists to get the benefit of any 
legislation returning private property. 

There were some objections to the effect that this Senate bill would return 
businesses to their private German owners which businesses, it was claimed, 
were closely connected with our national defense, and that if we did return 
them, the secrets might get in the hands cf the Communists: so the bill eare- 
fully provided that, whenever the President of the United States deemed it wus 
in the national interest, a business should not be returned, that the German 
private owners to whom it would be returned would have to dispose of it to 
Americans. Every safeguard to our national defense was in that bill. 

Now then, I addressed a letter to the Department of Justice concerning this 
bill, S. 5425, and to my amazement, on June 30, 1954, I received a reply from 
Mr. William P. Rogers, Deputy Attorney General, and this is what he says, and 
I quote: “This bill raises the following serious questions of policy: (1) the en 
actment of this bill would reverse United States policy in regard to German 
and Japanese property vested under the Trading With the Enemy Act during 
World War II. That policy, as agreed to in the Paris Reparations Agreement 
with our western allies and in the Japanese peace treaty, contemplates that 
the United States retain this property as reparations against Germany and 
Japan.”’ 

Let me repent: “The Paris Reparations Agreement with our western allies and 
in the Japanese peace treaty, contemplates that the United States retain this 
proverty as reparations against Germany and Japan.” 

When TI read this, I almost fell over. Apparently they still didn’t know in 
the Department of Justice or didn’t want to admit that the 80th Republican 
Convress never confiscated these properties on the basis of reparations. 

There were, of course, a few other objections to the bill which in the opinion 
of inost of us was window dressing, and Mr. Rogers closed his letter with this 
statement and I quote: “In view of the foregoing considerations, the Depart- 
ment of Justice is opposed to enactment of S. 34238.” 

I made Mr. Rogers’ letter a part of the record of the hearings of July 1 and 
2, 1954. 

Let us see how out of step the Department of Justice is with our foreign 
policy, with the policies of the President, and the policies of our State Depart- 
ment with reference to Western Germany. Remember, I said that letter from 
Mr. Rogers was dated June 30, 1954, Two days later on July 2, 1954, the sub- 
committee of the Judiciary Committee held hearings on S. 3423 and had the 
great privilege of having the Secretary of State, the honorable John Foster Dulles, 
personally annear before the committee and this is what he told us, and I quote 
from page 159 of the printed report covering the hearings of July 1 and 2, 1954. 
He begins his statement as follows and I quote: 

“T would say, first of all, that I consider that it is highly appropriate that the 
Congress should review our legislative policy in this field. The seizure and 
disposition of enemy property was made during and immediately after the active 
war when feelings were influenced by the events of that period. I think it is 
useful to have a fresh look at what is being done in the light of changing world 
circumstances and experience in administering the legislation. The Department 
has submitted a letter to the committee commenting on questions of general 
principle raised by the bill. I do not want in this preliminary statement to go 
into the matter in detail, but I would like to comment on a few general aspects 
of the problem. The policy adopted after World War II of completely eliminating 


ownershin of enemy private property was a departure from historic American 
policy after other wars.” 
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Let's repeat what Secretary Dulles said. “The policy adopted after World 
War II of completely eliminating ownership of enemy private property was a 
departure from historic American policy after other wars.’ 

What else did Secretary Dulles say? I quote: “I can say frankly that I 
would Hike to see a return to our historic position, the position of the sanctity 
of private property in time of war, to return to that historic position to the 
extent that may be practical, although I recognize that there are considerable 
difficulties in dealing with the matter on that basis after so long a period of 
time. As I stated in the Department's letter to the committee, to which I re 
ferred, there is no objection from any foreign policy viewpoint to the return, 
as a matter of grace, of vested German property and of Japanese property) In 
point of fact, any action of this character would be welcomed by the govern 
ments of both the Federal Republic of Germany and Japan as an indication 
of return to more normal relations, and would, of course, be welcomed by the 
many owners of the property.” 

There you have the statement of the administration policy in our relation 
with West Germany. Contrast that statement with the letter from Mr. Rogers 
Deputy Attorney General, dated 2 days before 

Now what does Secretary Dulles say about the Paris Reparations Agreement 
with reference to 8S. 3423, which the Department of Justice said, and I quote 
Contemplates that the United States retain this property as reparations against 
Germany and Japan”? I quote: “Yes, I am familiar with that agreement 
In my opinion the agreement, whatever its intent may have been as an Rhxecu 
tive agreement, was without authority whatever to bind the Congress of the 
United States in this matter. The property had been vested by action of Con 
gress. I believe Congress has the right to decide what to do about the matter 

In a letter which Secretary of State Dulles sant to the committee regarding 
S. 3428, Secretary Dulles stated as follows: “Any return which the Congress may 
see fit to make of assets vested from private individuals and corporations would 
he consistent with the respect which the United States has traditionally accorded 
to private property as a general policy and with the practice which has been 
followed afer other wars.” Let me repeat that. Secretary Dulles said: “Any 
return of these confiscated private properties would be consistent with the re 
spect which the United States has traditionally accorded to private property 
as a general policy,” Secretary Dulles continued: “The return of such assets 
would of course be welcomed by the countries concerned. However, it appears 
from the terms of S. 3423 and from the fact that a significant amount of assets 
have already been liquidated and disposed of that appropriations would be re 
quired to implement the policy proposed in the bill.” 

Secretary Dulles concludes that “in the circumstances, the department does 
not feel that it is in a position to endorse any specific proposal for return at this 
time,” but he made it clear that he left this up to Congress and that he wanted 
to see the Trading With the Enemy Act brought back to basic American princi 
ples. What else does Secretary Dulles say? I quote: “In the event that the 
Congresg should see fit to provide for return of German and Japanese assets, it 
may be appropriate to work out some of the terms and conditions with the 
governments of the Federal Republic and of Japan. Negotiations would als» 
probably be required with other governments with which the United States has 
concluded agreements for their solution of intercustodial conflicts.” 

I believe from all of this it might be very proper to conclude that the time 
has come that the Office of Alien Property be removed from the jurisdiction of 
the Department of Justice and put it in the hands of the Office of the Secretary 
of State, specifically under Herbert Hoover, Jr., who has had to fivht similar 
confiscation of American private property under the guise of nationalization 
throughout the world. 

It was a great privilege to have our Secretary of State, the Honorable John 
Foster Dulles, come before the members of the subcommittee of the Judiciary 
Committee studying the problems of the return of confiscated property and 
give us his views. It was refreshing to note that he wanted to get back to 
basic American principles, but there was one thing that was most disconcerting 
about his appearance and that was the following statement which was later 
corrected. I say “disconcerting” because it established beyond a doubt that the 
Department of Justice, Office of Alien Property, and some people in the State 
Department are not giving the Secretary of State the facts as to what is happen- 
ing in our foreign relations with even neutral countries because we still con- 
tinue to hold on to these confiscated properties. 
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I want to quote from the record now. At the conclusion of Mr. Dulles’ appear 
ance, he was asked the following question: “One further thing, Mr. Secretar) 
on a different line of questioning: Some of this property which is now vested 
by the Office of Alien Property was held as record owners by certain Swiss 
people. Has it caused this Nation any difficulties in its relations with Switzer 
land that these properties were being retained?” Secretary Dulles replied: “It 
has not been a difficulty which has reached my personal attention.” This ques 
tion must have disturbed Mr. Dulles and his answer must have disturbed him, 
for subsequently, ‘he committee received the following statement from the De 
partment of Stites and I quote: “This problem has raised difficulties in our 
relations with S.\tzerland. In view of the great demand on the Secretary's 
time, however, they were not brought to his personal attention and he was con- 
sequently unaware of them. The Swiss Minister in Washington and members of 
the Swiss Legation staff have made numerous representations on this problem 
over a number of years, particularly in respect to the General Aniline & Film 
Corp. case which still remains in litigation. The Swiss view this case as being 
most serious. Efforts to find a solution have not been successful and the problem 
continues to disturb our relations with Switzerland.” And yet when Secretary 
Dulles appeared before the committee he said that “it has not been a difficulty 
which has reached my personal attention.” I am sure that our Secretary of 
State, or the Under Secretary, would dispose of all our problems with the Swiss, 
if the entire Office of Alien Property were under their jurisdiction. 

Here is the second time the Secretary of State has been kept in the dark as to 
what our continued withholding of these properties is doing to our foreign rela- 
tions, just like the President and the Secretary of State didn’t know until Chan- 
cellor Adenauer was here that the Office of Alien Property was still contiscating 
Germany private properties. Someone is deliberately keeping a!l these facts from 
the Secretary of State and from the President. 

It is high time to integrate the operations of the Department of Justice's Office 
of Alien Property with the operations of the Department of State so that matter 
may be handled through diplomatic channels and the problem of payirg Ameri 
enn War veterans for violations of the rules of war may be handled through diplo- 
meutic channels. I am convinced that the Adenauer government would welcome 
un opportunity to enter into an agreement with the Secretary of State to pay the 
claims of Americans who were injured by the violations of the rules of war by 
the Nazis if, at the same time the Secretary of State would enter into an agree- 
ment to recommend to Congress the full return of all these confiscated private 
properties instead of what we finally got as a recommendation from the Secretary 
of State and the President to water down our principles and merely return up toe 
$10,000 and that only to individuals with no return of stock, businesses, patents, 
copyrights, corporations, or anything else, which is a far cry from what Secretary 
Dulles said before our committee. 

It is said that we were presented with such a watered-down program because 
some of our allies objected to full return. It is claimed that the Dutch were 
against full return at the time. I cannot imagine the grand and marvelous na- 
tion of the Netherlands whose reputation and wealth have been based on the 
industry and integrity of her people, repudiating the principle of honorable con- 
duct under which she has achieved economic greatness. The solid Dutchman. 
of all people, beyond any question will say that principles are principles and 
that they must be observed. If there are any Dutchmen who succumbed to the 
argument of expediency, and I do not believe that they ever existed in significant 
mumbers, I am sure they are silent today. In the delicate and difficult negotia- 
tions with the Indonesians now going on, where will these thrifty investors of 
Holland be with respect to their investments in Indonesia, if, the Dutch them- 
selves provide precedents for the disregard of the principle of the sanctity of 
private property and want us to follow such a policy which we must reject in 
full? 

In the light of these developments, I am sure that the Dutch will not again 
object to the United States returning to basic principles of morality. 

Let’s not forget that it was the Republican 80th Congress which passed that 
confiscation legislation, and every Republican now in the Senate and in the 
House has a right to ask the Republicans in the executive branch of the Govern- 
ment to help us solve this problem and solve it in the American way, and not 
make a partial return on a basis of hardship but return all confiscated private 
property, thus reestablishing American principles. I say that cannot be accom- 
plished unless the matter is taken out of the hands of the Department of Justice 
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| placed in the hands of the Department of State. Obstructionism on the part 
the Department of Justice will then be ended. 
Now, I for one thought when Mr. Dallas Townsend was recommended for the 
vb office of the Director of the Office of Alien Property and Assistant Attorney 
ceperal, that here we were going to get a man who understood communisn 
it works. My reason for believing this was that I knew he had been on the 
\llied Control Commission for Hungary which was taken over by the Commu 
ts, lock, stock, and barrel, so when he testified before our subcommittee unde 
of May 19, 1953, that “he was appointed with the United States represent: 
rion on the Allied Control Commission for Hungary, and that he was the secon! 
nking officer on it out of the four representatives,” I thought surely now we 
had a man who would give proper direction in that Office. Now, let me make t! 
a Mr. Townsend is a close, personal friend of mine. He and I 
es at Columbia University His wife and mine were classmates at the san 
ve. He is an excellent lawyer with a fine reputation, and | would not want 
lo anything to cast reflections on him. It should be remembered that M 
nsend’s appearance before the subcommittee was his initial experience of that 
Undoubtedly, he was nervous and inexpert in expressing himself to such 
nfamiliar group. My guess is that in his nervousness he overlooked | 
onsibility to notify us of the events in Hungary while he was the 
iid have so notitied us, if not then, at least at a later date 
Now remember that was May 19, 1953. 


and 


were linas 


e out h 
Let me explain 
Our subcommittee already had mu 
the proof that the contiscation policy was made by Harry Dexter White and 
of course knew that Harry Dexter White was a spy. The Attorney General o1 
November 8, 1953, brought out that Harry Dexter White was a 


Spy and on the 
th of November 1953, we 


in the subcommittee produced conclusive proof that 
entire confiscation policy was made in the Treasury Department by Harry 
wxter White, following the doctrine of Stalin, so, many of us felt that Mr. Dallas 
wusend was an ideal man to head the Office of Alien Property and that he 
ould give that Office proper direction ; that he would come before the committee 
nd tell us that confiscation was basic Communist policy and that he would tell 
is While he was a member of the Allied Control Commission for Hungary he sav 
how the Communists operated there. Hungary was occupied solely by the Ru 
sians. He should have told us some of the things that another man who was o1 
hat same Allied Control Committee, told the Select Committee on Communist 
Aggression when they were investigating the Communist takeover and occupation 


¢ 


of Hungary. Mr. Townsend’s associate in Hungary was Genera! Stokes Mr. 
Townsend should have appeared before that committee, but he didn’t: but Gen 
eral Stokes did, and here is what General Stokes said and I quote from Senate 
Report 10 of the Communist takeover and occupation of Hungary: “The Chairman 
of the Allied Control Commission was the Russian, Marshal Voroshilov and late 
his deputy, General Svirodov. If the Hungarian Government desired anything 
put on the agenda, of course they submitted that item to the Chairman. In 
Hungary it was a permanent chairmanship by the Soviet representative.” 

Let’s see what else that report of the Communist takeover and occupation of 
Hungary had to say; but before we do, let’s see what all the American repre- 
sentatives on that Allied Control Commission for Hungary had to do. They dealt 
with principally two subjects: Restitution and reparations. Restitution to 
whom? Restitution to all people who had had their property confiscated by the 
Nazis, and these were principally Jews. Remember we provided in the Hungarian 
armistice agreement, as we have provided in all other agreements, that restitution 
would be made to the Jewish people all over who had had their properties confis 
cated by the Nazis. Now let’s read page 15 of the report of the Communist take 
over and occupation of Hungary, and I quote: “The Allied Central Commission 
had American and British sections but for all practical purposes it was run exclu 
sively by the Russians, yet in the name of the three major allies. In the entire 
armistice period, part of the Soviet technique in Hungary was to act in the name 
of the three major allies while keeping Britain and the United States from effee- 
tive action. The Russians always barred joint action, invoking either the exclu- 
sive rights of an occupying power or the independence of the Hungarian State 
Voroshilov was at the same time commander in chief of the Soviet military forces 
in Hungary. To evade all Western intervention, he or his deputy usually omitted 
to explain whether he addressed his demands to the Hungarian Government in the 
name of the ACC or as the commander in chief of the occupying forces.” So they 
were Sovietizing Hungary, and how did they make restitution to the Jews whose 
property had been confiscated by the Nazis in Hungary? 


I want to read from 
special report No. 2 


of the Select Committee on Communist Aggression entitled 
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“Treatment of the Jews under Communism” and on page 20 we read the follow 
ing. Remember this happened in Hungary when Mr. Dallas Townsend was on the 
Allied Control Commission in Hungary, but he never told us anything about the 
Communists in Hungary and how Communism was based on the destruction of al! 
private property rights throughout the world. 

Now let’s see how Stalin made restitution of the private property of Jews that 
had been contiscated by the Nazis when they returned to Hungary. 

On page 20 of the above report referred to, we have the testimony of Dr. Zoltan 
Klar, a former leader of Hungarian Jews. Here is his testimony and I quote: 
“We learned that those Jews who were returning from German concentration 
camps were held up at the frontier of Hungary and sent directly to Siberia, even 
the women. Later we had 14,000 names with all the data. In sum total, however, 
llany more were deported to Russia, at least 40,000 Jewish men and women suf 
fered in Hitler’s concentration camps and finally survived with terrible difficulty 
and by exceptional and special grace of God.” 

Now what else does that report say? I quote: “In the meantime, those Jewish 
survivors who were able to reach their homes found their properties confiscated, 
their houses expropriated, their apartments occupied by strangers, their furni 
tire and household goods scattered, their jobs taken by other persons. Living in 
starvation and misery, most of them were able to Keep body and soul together only 
thanks to the help organized by American Jewish relief organizations.” 

The Russians agreed that restitution of all this confiscated private property 
would be made. We should have known they would never do it. We should have 
known it was contrary to basic Communist doctrine. 

And yet it is whispered about that some Jewish people are against returning 
the private properties from the German people. Anyone who makes the charge 
impugns both the principles and the tradition of that great people. When John 
Adams said a century ago: “The moment the idea is admitted into society, that 
property is not as sacred as the laws of God, that there is not a force of law and 
public justice to protect it, anarchy and tyranny commence. If ‘Thou shalt not 
covet’ and ‘Thou shalt not steal’ were not commandments of Heaven, they must 
be made inviolable precepts in every society, before it can be civilized or made 
free,” he was speaking of the moral law of the Jewish people. To charge a be- 
liever of the Jewish faith with favoring confiscation, is to charge him with being 
false to his beliefs. 

No people more than the Jews have suffered from failure of others to observe 
these principles. No people is more qualified by experience to know the tragic 
consequences of the disregard of such principles. No people has a higher pro- 
portion engaged in trade and commerce, and therefore, no people has more to lose 
from the impairment of the moral principle that private property must be held 
inviolate not only from the acts of men but also from the acts of government. 

To accuse the Jewish people of being advocates of contiscation is to charge 
them with disregard of their religious principles, with ignoring lessons of recent 
and tragic history, in which they, in so many instances, were themselves the 
victims, and with being blind to the future dangers which similar disregard of 
fundamental principles may bring. Such charges are unfounded, nonsense, and 
a baseless attack on the integrity, wisdom, and commonsense of a great people. 

Mr. Dallas Townsend was in Hungary when the newspapers were so-called 
nationalized, the banks robbed and nationalized, the safety deposit boxes of 
Hungarian people broken into, and the personal property of Hungarian people 
taken away, and the Jews who returned to Hungary, to claim what was theirs, 
were being sent to Siberia. 

Now I want to go back once more to the special report No. 10 of the Select 
Committee on Communist Aggression entitled “Communist Take-Over and Ocen- 
pation of Hungary” and I quote as follows: “Thus after Potsdam, Soviet Russia 
claimed to be the owner of a considerable part of the Hungarian economy. Un- 
fortunately, the agreement didn’t specify what should be regarded as German 
ussets. So that, for instance, assets which had been forcibly confiscated by the 
Nazis and which had belonged to French, Americans, Jewish people and so on, 
the Russians termed “German assets.” What does this report state further? 
I quote: “Thus, during the armistice period, the Hungarian economy was well 
prepared for further sovietization and integration with the U.S. S. R.” 

I said when Mr. Dallas Townsend was appointed to the Office of Alien Property 
I was of the opinion that with his background and with his information on com- 
munism in Hungary he would come forward and tell us that surely he knew, at 
least after November of 1953 when the Senate committee exposed Harry Dexter 
White and established that the confiscation policy was Moscow poliey carried 
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out by Harry Dexter White, and that he actually saw the Communist plan oper- 
ated in Hungary. I regret to say he didn’t, and when he did come before the 
committee, what did he talk about? Mostly about how well the companies owned 
by German civilians which the Department of Justice was operating, were doing, 
and that it would be a windfall to return those properties to their rightful owners. 

Wha does the Chicago Tribune say about the Department of Justice's position 
in that regard? I quote: “How the millions got into American pockets does not 
bother the Justice Department, nor is it explained why it is a windfall for the 
victim of a robbery to get back what was taken from him.” 

“We cannot overstress that the first offense of the doctrine of confiscation is, 
that it is immoral—that it is wrong. Only after that should we take up its errors 
on the ground that it leads to chaos and confusion and strikes at the basis of our 
economie system. 

The consequences of this vicious doctrine were pointed out many years ago 
by Pope Leo XIII the famous pontiff of the workers in his great Encyclical on 
Labor. “Thus it is clear,” Pope Leo said, “that the main tenet of socialism, the 
community of goods, must be utterly rejected ; for it would injure those whom it 
is intended to benefit, it would be contrary to the natural rights of mankind, 
and it would introduce confusion and disorder into the commonwealth. Our first 
and most fundamental principle, therefore, when we undertake to alleviate the 
conditions of the masses, must be the inviolabiltiy of private property.” I say 
that Pope Leo’s statement of the consequences of confiscation, over 60 years ago, 
is a letter-perfect description of the mess we find in the Department of Justice, 
Office of Alien Property, today. The rights of the individual are violated and 
chaos and confusion reign. 

We have listened, in the Judiciary Committee, to the testimony of many offi- 
cials of the Department of Justice, Office of Alien Property in the past few years. 
Uniformly they have testified to the enormity and complexity of the problem 
and how much bigger a force it would take to solve it. Not one that I have 
heard has challenged the principle of the inviolability of private property. None 
has dared to do that. But no sane man can escape the conclusion that what they 
proposed to do rides roughshod over that principle. And there lies the heart 
of the alien property mess. They propose that we give lipservice to the in- 
violability of private property while our actions ignore it altogether. This sit- 
uation has led to chaos and confusion. Seeming compliance with just principles 
followed by complete disregard of them is always a complex undertaking. 

The alien property problem is simple enough if we live up to the just principles 
of morality. If we do that, then this never-ending mess will be over. 

I am amazed at the silence of American big businesses in this matter. I have 
often been accused that I am against big businesses but my record will show 
I am only against big businesses when they don’t do what is right, when they 
enter into monopolistic practices and compromise basic principles and thus bring 
about in the end their own downfall and the downfall of personal freedom by 
destruction of equality of opportunity under the free enterprise system which is 
the basis of our liberty. 

I am now going to talk to big business, which after all is nothing more than 
millions of Americans who have placed their savings into shares of stock in 
these companies. Within the last few months you have read in the Wall Street 
Journal about methods of taxation in Japan on American capital investments in 
that country, and another article that appeared in the New York Times issue of 
June 5, 1955. As I read these articles, I asked myself “Why is it happening?’ 
The articles imply that tax methods are being used in Japan which seem to have 
as their ultimate purpose the driving of American business out of Japan. I 
ask you, aren’t all of us being just a little bit naive in that conclusion? You 
can’t expect to confiscate private property and not get some form of retaliation 
when you only speak of high moral principles but don’t practice them. 

Now since the end of World War II, practically every company whose stock is 
listed on the New York Stock Exchange and many thousands of small corpora- 
tions have made investments in West Germany in plant and equipment. I say 
that practically every company listed on the New York Stock Exchange. the 
oils, the chemicals, the industrials, and practically all the rest with the ex- 
ception of the rails, and perhaps utilities, have huge investments in Western 
Germany. Many millions of American citizens have a stake in those investments. 
Even if an American doesn’t own a share of stock in these companies, if he 
owns a life insurance policy he has an interest in those businesses in West Ger- 
many because the life insurance companies have made huge loans to these 
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American business corporations, which in turn invested these funds in Western 
Germany, in plant and equipment. Private American capital in the Federal 
Republic of Germany is valued at between $300 million and $400 million, but 
the present worth might well be double those figures. 

American capital in West Germany received preferential treatment, taxwise, 
after World War II. Conditions in West Germany were so bad at the end 
of the war, with about one-third of the people actually being have-nots who 
had lost everything and were practically ready for communism, that the other 
two-thirds had to pay; and so they passed the “Lastungausgleichs” tax. That 
means an “equalization of burdens tax” so that men who lost their houses or 
their plants could get new houses and plants out of the tax paid by his neighbor 
whose house or plant was not destroyed. American business enterprises in Ger- 
many were exempt from this tax for 6 years, but on May 31, this year they will 
have to pay as do all other German property owners. This tax exemption for 
6 years made it possible for American companies to expand tremendously in 
West Germany and it also made it more difficult for purely German companies 
to compete. 

Now, let me tell you, Mr. Big Business Man, all of you who have done so little 
to help your German partner, the West German Government, try to solve this 
problem, to get back to basic principles, that the American people ought to know, 
and I am going to tell them now, that when Harry Dexter White gave his Com- 
munist bosses the plates from which to print millions and millions of occupa- 
tion currency which resulted first in inflation and then in devaluation, you 
American businessmen once more got preferential treatment. With the devalua- 
tion the German citizen got mark for each 10 he had—but American investors got 
special treatment, with only devaluation in part. 

Now I want to quote from the New York Times article of March 8, 1954, of a 
statement by Chancellor Konrad Adenauer. ‘The destruction of the principles 
of private property has increased the dangers of communism in Germany and 
has shaken the confidence in the principles of the Western World.” 

What do you big American business people who have put the money of your 
American stockholders into investments in West Germany have to say about 
this? Are you still merely going to pay lip service to the policies of holding private 
property inviolate? Don’t you think you ought to take this up with the Secretary 
of Commerce and get him interested in this problem, and don’t you think this 
matter ought to be taken out of the hands of the Justice Department and put in 
the hands of the Office of the Secretary of State? 

I want to continue with the quote of Chancellor Adenauer that appeared in the 
New York Times on March 8, 1954: “Any just solution of this question will 
strengthen the confidence of the German people in the principles of the free world, 
will make fast the friendship between the American and German peoples and will 
relieve the German Government of a great worry.” Let me repeat that last 
part: “And will relieve the German Government of a great worry.” What is that 
worry that Mr. Adenauer talks about? Could it be that he was referring to some 
talk in Germany to the effect that “we have waited long enough to get back our 
private properties?” Talk to the effect that “the Americans tell us that under 
tle Bonn agreement which we signed the German Government has to make good 
on the properties the Americans confiscated?” Talk to the effect that “they tell 
uw; we are partners in the defense of the free world, a part of NATO, and that 
our boys will have to carry the first brunt of a Communist attack if it comes?” 
Can’t you hear them say, “We have given Chancellor Adenauer, the grand old 
man, plenty of time to work this out with the United States, and he hasn't been 
alle to do it because of the continued obstruction tactics of the Department of 
Justice so maybe we should put a capital tax payable each year on all foreign 
investments in Germany to create a fund from which to make restitution?” 

The Bonn agreements of 1952, as amended by the Paris protocol of 1954, 
Senate Document 11, 84th Congress, 1st session, provides in Article 5 that the 
West German Republic “shall insure that the former owners of property seized 
be compensated for the loss of their properties.” 

Having in effect imposed a 100 percent capital tax on German investors in the 
United States this country can hardly object to some form of capital tax on 
American investments in Germany. Could there be any legal objection if such 
a tax were confined to nationals of those nations which themselves employ 
confiscation ? 

Can we expect to avoid the inevitable burden and expenses of exhaustive 
reports, of bureaucratic investigations and redtape and of ex parte proceedings, 
inasmuch as we ourselves provide precedents for them? 
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Thus it may well be that unless these problems are solved, General Motors, 
International Business Machines, General Electric, Ford, International Harvester, 
Standard Oil, and the other American oil companies in Germany, tire companies, 
Woolworth, and even such companies as Coca-Cola, to name enly a few of the 
great American businesses which have extensive interests in Germany, and 
countless small American investors and property holders in Germany, may 
some day bear the costs of our policy of confiscation. This consequence is a fore 
seeable one. It is the consequence to be expected when we open Pandora’s bex 
of ignoring first principles. First principles are either observed in full, or they 
are violated. Partial performance of them is simply not enough. 

I am sure that the Adenauer government would never tolerate such legislation 
for one moment, but let us remember there are opposition parties in West Ger- 
many and Chancellor Adenauer, 80 years of age, can’t live forever. Let us hope 
and pray he will live a good many more years and that when he is called to 
his great reward, he will be succeeded by men of the same high moral fiber 
Read the article on American business in Germany published in the Wall Street 
Journal of September 8, 1955. I request that this article be made a part of this 
record at this point. It tells about some of our investments in Germany. 

I want to quote further from the New York Times of March 8, 1954, when 
Chancellor Adenauer said: “The return of the confiscated property to its former 
owners would prove to all Germans and particularly the tens of thousands of 
victims of confiscation, that the governments of the Western World, even after a 
war, observe the principles on which international law and democracy are based.” 

So that you American businessmen who are guardians of the American 
citizen’s investments in West Germany may know how other countries have 
approached this problem, let me give you the following facts we couldn't get 
out of the Department of Justice. They didn’t know what countries returned 
private properties of German citizens which they had confiscated. All they 
knew was that we still had a so-called agreement on reparations. So, Mr. 
American Businessman, let me list them for you. They have returned to the 
basic principle of holding private property inviolate. Some had passed confisca 
tion legislation under the direction of Harry Dexter White and his coworkers 
and some had to repeal that legislation by passing restitution laws. Others re 
turned it by administrative measures. Now here is the list of nations that have 
made restitution in whole or in part to this date: Bolivia, Brazil, Chile, Colombia, 
Cuba, Dominican Republic, Egypt, Greece, Haiti, Mexico, Nicaragua, Paraguay, 
Pern, Switzerland, Uruguay, Luxembourg, Norway, and the Union of South 
Africa. 

I am determined that this whole matter should be brought to the attention of 
the directors and officers of every big American company which has an interest 
in business enterprises in Germany. That is a huge undertaking, but I ask my 
colleagues in view of the fact that it will be entirely too much work for my staff 
alone, if they will be kind enough to offer the help of their staff to bring this 
important matter to the attention of these businessmen. Any help my colleagues 
will give me in this important work will be deeply appreciated. I am sure I 
will receive the support of many Senators to aid me in carrying out this educa- 
tional program. 

Mr. Big Businessman, you ought to wise up. You are partners in the free 
enterprise system. The labor unions know what this is all about. The working- 
man knows what it’s all about. Now, why don’t you wake up and get busy and 
get to work on the Secretary of Commerce, on the Secretary of State, and on the 
President of the United States to straighten out this mess? We ought to remove 
the Office of the Alien Property Custodian from the Department of Justice and 
put it in the hands of the Secretary of State and under the expert guidance of 
Herbert Hoover, Jr., who, I am sure, can work out these problems. I said that 
the American workingman knows what is going on, and they fearlessly take a 
stand because they know under communism labor as well as capital is in slavery. 

Here is what Mr. George Meany, president of the AFL-CIO said before the 
National Religion and Labor Foundation only a little over a month ago, December 
13, 1955, and I quote from his speech : 

“Human rights are the first bridge and binding force between the free labor 
movement and religion. We, of free labor, reject and abhor Lenin’s doctrine that 
‘religion is the opium of the people.” We also brand as sheer idiocy Lenin’s dogma 
that ‘religion is a kind of spiritual vodka in which the slaves of capital drown 
their human shape and their claims to any decent life.’ ”’ 
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What else did Mr. Meany say? He said: “Without human rights, there can 
ro elevation but only the degradation and oppression of the individual human 

ng.” 

Referring to the Communist conspiracy, Mr. Meany says: “This worldwide 
conspiracy is a vast antimoral movement. Its philosophy is antimoral, for with it 
the end justifies any and all means. It sneers at our most cherished moral values 
as decadence and weakness. Its source of inspiration and ultimate goal is crude 
force, the power of violence, unlimited totalitarian terror over the individual who 
is denied all protection of law, religion, and free labor organization. 

“The present crisis is not only political. It is above all a moral crisis. No one 
can separate these features of the crisis of our times. If a democratic Russia had 
played as important a role in defeating Hitler, the postvictory claims and counter- 
claims could have been settled through the normal channels of statesmanship and 
diplomatic negotiations. If Russia were not a totalitarian dictatorship, a huge 
imperialist power with a world ambition and mission, we would not be facing 
today a worldwide fifth column, the international Communist conspiracy.” 

I say Mr. Meany is right. And the basic aim of that conspiracy is to destroy 
private property rights throughout the world—a complete rejection of moral 
principles—and this is what Mr. Meany says about the weaknesses in our moral 
and intellectual armor, and I again quote: 

“It would be wrong to think that the weakness of the free world in the face 
of the Communist onslaught has been only military. If it were that simple, 
there would be nothing to worry about. we have grave weaknesses in our social 
and economic armor. We have especially serious weaknesses in our moral and 
intellectual armor. 

“Too many in the free world fail to see the real nature of communism as the 
mortal foe of everything that we hold dear, of every moral and spiritual value. 
Too many in the free world are still prisoners of the illusion that communism 
is, historically speaking, a progressive system—extreme liberalism temporarily 
making bad mistakes. Actually, communism represents darkest reaction. It is 
an antisocial system in which there are imbedded some of the worst features of 
Savagery, slavery, feudalism, and life-sapping exploitation manifested in the 
industrial revolution of early-day capitalism.” 

And what did Mr. Meany say about our loss of moral indignation? 

“Too many in the free world seem to have lost their capacity for moral indig- 
nation against the most brutal inhumanities when they are perpetrated by 
Communists. It is painful, but we must face the cruel facts of life. We of the 
democratic camp must develop a far more vigorous moral attitude. We must 
rekindle our capacity to cry out against, to protest against, the godless dogmas 
and savage crimes being perpetrated by Moscow. Such struggles and such pro- 
tests are not negative actions. They are positive and constructive than a total 
struggle against the totalitarian cancer in the body politic of modern society.” 

And then how does he protest against Stalin’s plan for slave labor put into 
effect by Harry Dexter White and the other traitors we had in our Government— 
and remember that Harry Dexter White was responsible for the loss of many 
thousands of lives of American soldiers, because when that so-called Morgenthau 
plan was announced, the Germans fought on and felt they couldn’t surrender 
because American despotism would have been no different from Communist 
despotism—here is what Mr. Meany said: 

“And the Communist imprisonment of hundreds of thousands of hostages—so- 
called war prisoners—10 years after the close of the war, in violation of every 
human right and international agreement—is morally reprehensible. One would 
expect the true liberal to cry out in protest against human beings being carted, 
tagged, and shuttled about for weeks in railyards of Russia, as if they were 
earloads of coal or bags of potatoes. Not until we of the free world can give 
rebirth to a vibrant moral attitude, to a burning indignation against such fright- 
ful bestialities, can the freedom-loving people be sufficiently stirred to gather 
the moral strength for resisting and defeating the totally antimoral dogmas and 
deeds of communism at home and abroad. Yes, this means above all a moral 
struggle against communism.” 

And what does Mr. Meany say about getting back to basic principles? This 
is what he said, and I quote: 

“Much more regard must be shown by the democracies for principles—for 
the principles of human rights and human freedom. We must never sacrifice 
principles to expediency. This means being rigid in support of our principles.” 

What else does he say that these big-business men who are the guardians of 
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he investments of the American people in Western Germany ought to take to 
heart? He concluded his speech with the following : 
' “In conclusion, I cannot emphasize too strongly to you: The conflict between 
mmunism and freedom is the problem of our time. It overshadows all other 
oroblems. This conflict mirrors our age, its toils, its tensions, its troubles, and 
‘< tasks. On the outcome of this conflict depends the future of all mankind. 
| pray that, on the threshold of the atomic age, we of the free world can muster 
the moral courage and total strength to preserve the peace and promote the free- 
Jom of the men and women of every continent, color, and creed.” 

he Secretary of State wants to return to basic American principles The 
Department of Justice doesn’t. And so what agenda do we get from the Secre- 
tary of State and from the President? A watered~iown program of our prin- 
ciples under which legislation is recommended to Congress to return a maximum 
£10,000 of their confiscated properties to any one individual. No return of stocks 
or bonds, because the Department of Justice still wants to hold onto these busi- 
ness plums. No return of patents, copyrights, and a continuance of the sale of 
German property—liquidation of German private properties. And now the De- 
partment of Justice wants to make it look as if the West German Government 
accepted that kind of program. 

To clarify that point, Senator Olin Johnston wrote a letter to Mr. Hermann J. 
Abs, who was on the German delegation sent over here by Chancellor Adenauer 
to work out all these problems. Senator Johnston's letter of December 9, 19955, 
asked him whether the West German Government had agreed that this matter 
would be finally settled through the acceptance of the $10,000 plan, and I submit 
his letter to be made a part of the record at this point. Mr. Abs replied on 
December 28, 1955, and I will quote parts of it and ask that the remainder of it 
be made a part of the record at this point. 

“I do not think, if one reads the documents of the Washington talks carefully, 
that anybody could find anything in them to prove that the German delegation 
accepted the $10,000 plan as a definite settlement. On the contrary. 

“There is a further proof: The Washington talks had not the character of true 
negotiations. The plan was put forward to the German delegation as a result of 
a prior decision taken by the American Cabinet and never was altered. The 
object of the talks was merely to discuss with the representatives of the United 
States Government the views of each side on the solution of the problem. This 
has been explicitly confirmed by Mr. Barbour. For this reason there was no sub- 
stance at all in accepting the United States plan, quite apart from the fact that 
the German delegation had not the right to do so because the settlement of 
American war damage claims was a substantial part of the plan, and any con- 
sideration or settlement of such claims, as you know, is forbidden by article 5 of 
the London debt agreement.” 

What else does Mr. Abs say, speaking for the West German Government, in 
this letter? 

“In these circumstances only two ways were left open to the German delegation 
to react to the United States plan put before them: Either to reject it definitely 
or to welcome it as a first step, trying to leave the door open for later discussion 
of a broader return program. To reject the plan altogether would have been 
unwise and would have been detrimental to the friendly relations between your 
country and mine, all the more so as we had and still have the distinct impression 
that with the $10,000 plan the United States Government wished to underline 
their desire to strengthen the friendly ties between the two countries. On my 
return from Washington I was asked by quite a number of journalists, business- 
men, and politicians why I had not rejected the ‘small solution,’ which proves 
that there was no satisfaction with it whatsoever in the German public. In my 
answer, I referred to the abovementioned reasoning and added that, to my mind, 
welcoming the plan as a positive step toward the solution of the property prob- 
lem was a far better kind of reaction than a flat refusal. In fact. not only the 
German delegation (viz, joint press communique of March 4, 1955) but also 
Chancellor Adenauer (in his letter to Mr. John Foster Dulles of March 30, 1955) 
expressed the opinion that they considered the plan a constructive step in the 
solution of the property issue. What a step means, I think should be clear to 
everyone, and I wonder for what reasons Mr. Murphy in his statement before 
the hearings of November 29 created the impression that there was complete 
satisfaction on the German side with the $10,000 plan. 

“In this connection I may remind you of the American-Chinese negotiations 
on the release of a number of America airmen captured by Red China. When 
Red China formally offered the release of some of these airmen the United 
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States Government welcomed this offer as a first step. Nobody in the Unitea 
States would have understood the Government if they had rejected the partial 
release for the reason that Red China had not offered to release all of the prison- 
ers, and, secondly, nobody in the United States or Eisenhower interpreted the 
phrase ‘first step’ as the expression of the United States Government’s view that 
they waived their claims as to the release of the remaining soldiers. 

“In both cases there was the desire on the German respectively on the Amer- 
ican side to keep the problem alive and to aim at a full settlement of the case.” 

What else does Mr. Abs say of his report to Chancellor Adenauer on this 
matter? I quote: 

“My report to Chancellor Adenauer on my return from Washington was on 
the same lines as expressed above. Therefore the Chancellor, too, adopted the 
position taken in Washington and, consequently, in his letter to Mr. John Foster 
Dulles of March 30, 1955, said: ‘The Federal Government believes that the result 
of the talks is a constructive step on the way to the solution of a problem which 
for vears has been a matter of concern to the Federal Government and the gen- 
eral public.” Later on in a talk last summer with Congressmen Hays, Donovan, 
and Seldon Chancellor Adenauer said that he and the German public, while wel- 
coming warmly the $10,000 proposal, were not satisfied with it as a final solution 
of the problem. Furthermore, you will remember that Chancellor Adenauer in 
his letter of July 17, 1954, to President Eisenhower not only referred to the 
hardships which had been suffered by owners of small properties, but also to 
the property of those German individuals and corporations who by investing their 
capital in the United States in prewar times had contributed and wished to con- 
tribute toward friendly relations between the two countries and their peoples. 
Now, since the $10,000 plan only envisages returns to individuals and not to 
corporations, there is no wonder that Chancellor Adenauer was not satisfied and 
that he hoped for an eventual outcome of a broader solution. But again, from 


the records of the last hearings and also from the covering letter of Mr. John 


Foster Dulles with which he introduced the bill No. 2227 into Congress, I take 


that the State Department only mentioned that part of the letter of Cancellor 
Adenauer which deals with the hardship cases.” 

Now, let us see how the Adenauer government wants to maintain basic prin- 
ciples of justice in relation to private property. 

“During the Washington talks I declared repeatedly that not only the prin- 
ciple of the sanctity of private property called for return, a principle which 
distinguishes our Western philosophy from that of the Eastern block, but also 
the self-interest of those nations and in particular of the United States who have 
made and are maintaining large investments in foreign countries. These invest- 
ments are endangered if the respect for human rights and private property is 
not fully adhered to by those countries who, in the minds of the world, are pre- 
dominant politically and economically. The foreign investments of private United 
States capital amount to about $26 billion. Foreign investments of other 
countries amount to similar values if one compares them with the gross national 
income of these countries. How can these investments be better protected than 
by full compliance with the principle of the sanctity of private property on the 
part of the investing countries themselves?” 

Mr. Big Businessman, it’s time to wake up. And at another point in Mr. Abs’ 
letter, he refers to a speech entitled “Now Germany is our partner” made by 
Mr. Robert Murphy, Deputy Undersecretary of State on June 25, 1955, at Indiana 
University. I will quote from Mr. Abs’ letter with reference to Mr. Murphy's 
speech: 

“When Mr. Murphy on June 25, 1955, made a speech at Indiana University in 
which he said ‘Now Germany is our partener’ (see Department of State Bul- 
letin, vol. 33, p. 43), all Germans who are dedicated to the development of friendly 
relations with your country were very much delighted. We believe that German- 
American friendship is not only a matter of common destiny but also a matter 
of inclination. But if it is true that Germany is the partner of the United States, 
we cannot quite understand why the property of private citizens of one of the 
partners still suffers from confiscation. In this respect many people in Germany 
do not see the difference between the Eastern methods and the measures taken 
by countries which, in fact, are our partners.” 

Doesn't this now establish beyond a question of a doubt that we are only going 
to get back to basic principles if we take the Office of the Alien Property out of 
the hands of the Department of Justice and put it in the hands of the Secretary 
of State where it belongs? I believe you will all agree with me that that must 
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be done. So I am now introducing a bill to transfer the entire operations of the 
Office of the Alien Property from the Department of Justice to the Department 
of State. In the meantime, I think we owe it to our West German partners to tell 
them that this Senate will forthwith bring onto the Senate floor the Kilgore. 
Dirksen bill, S. 995, which provides for full return of all these properties and does 
equity to our American citizens who were virtually blackjacked by the Harry 
Dexter White-Treasury crowd to dispose of their interests and that we will pass 
it, and that all the rest of the problems will be worked out in negotiations and, if 
necessary, through an executive agreemeat which the Secretary of State can pre- 
sent before Congress for approval. I respectfully request the distinguished and 
able chairman of the subcommittee on the Trading With the Enemy Act, Senator 
Johnston of South Carolina, to see that this bill is reported by the subcommittee 
without further delay. 

Also in the meantime, I urgently request the Republican policy committee to per- 
sonally call on the President to present to him firsthand the seriousness of these 
problems and to explain to him how necessary it is to remove the Office of the 
Alien Property custodian from the Department of Justice and get it under the 
Department of State. 

In closing, let me state once more that the basic difference between govern- 
ments of the free world and Communist-controlled governments lies principally in 
one thing. In the free world the governments are dedicated to the principle of 
the inviolability of private property rights as the foundation stone of personal 
freedom, and their governments are designed to create and protect equality of op 
portunity and a better life for all under the free-enterprise system. Communist 
governments are dedicated to the destruction of all private property rights and 
consequently all freedom. 

Let’s show Khrushchev he is wrong when he recently said: “The days of 
capitalism in the world are approaching their end * * * our system will win.” 

I appeal to the President and to the Secretary of State to take this matter into 
their hands and give it their serious consideration and while they are doing that, 
I ask them to please tell the American people, those who have relatives behind 
the Iron Curtain, those who have relatives in Latvia, Estonia, Lithuania, Czecho- 
slovakia, Poland, Hungary, Rumania, and Russia and East Germany, that if 
Khrushchev does start a war with the free world we won't confiscate the property 
of American citizens which they might want to have their relatives behind the 
Iron Curtain have when they are free, as we did with the Germans. 

Again, I ask the Republican policy committee to immediately take up this 
matter with the President and the Secretary of State. 

I thank you. 
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My name is Philip W. Amram. I am a member of the bar of Philadelphia, 
where I practiced from 1927 until 1942, and a member of the bar of the District 
of Columbia, where I have been practicing continuously since 145. During 
World War I, I served the Government for about 4 years in various capacities. 
My last post from the fall of 1948 until the fall of 1945 was as Special Assistant 
to the Attorney General and special counsel to the Alien Property Custodian. 
During this period, among other work, I prepared and tried the Standard Oil 
case, proving the cloaking of I. G. Farben patents by Standard Oil of New Jersey 
and participated in the drafting of postwar amendments to the Trading With 
the Enemy Act. 

I am not appearing in these proceedings on behalf of either the American Bar 
Association or the District of Columbia Bar Association, but solely in my private 
capacity as an independent practitioner interested in what I believe to be the 
fairest administration of the enemy property laws. 

My purpose in appearing before your committee is to bring to your attention 
two specific points. My first point relates to S. 1405 and to section 4 (beginning 
on p. 18) of S. 2227. Both of these proposals seek to authorize the Custodian to 
dispose of any vested property, even though claims for its return are pending and 
even though the vesting was erroneous. It substitutes in place of a return to 
the claimant of his own specific vested property, the return to him of mere money 
as either (@) proceeds of sale or (b) just compensation. 

These provisions parallel the provisions of S. 2171 of the 83d Congress. Hear- 
ings were held on that bill before a subcommittee of the Committee on the Judi- 
ciary on July 20, 21 and 22, 1953, which hearings have been printed as document 
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88158-53. I testified in objection to S. 2171 on July 21, 1953. Present at this 
hearing were Senators Dirksen (chairman), Hendrickson, Jenner, and McCarran. 
My testimony was directed to the serious constitutional questions created by these 
provisions for the sale of contested property by the Custodian. In the interests 
of saving time in the present hearings, I would respectfully request that my pre- 
pared statement and my oral testimony, which appear at pages 185 to 197 of the 
printed record of those 1953 hearings, be incorporated in this record by reference. 
If the subcommittee desires, I will be happy to discuss these constitutional ques- 
tions briefly after I have completed this prepared statement. 

My second point seeks to call to the attention of the subcommittee a problem 
of draftsmanship in 8. 2227 which could result in grevious miscarriages of justice 
and unfair discrimination against particular individuals. 

On page 4 ,line 3, of S. 2227 is a statutory limitation of the return of property 
to “a natural person.” Then, at page 5, line 4; page 6, lines 12 and 13; page 7, 
lines 15 and 16; and page 9, lines 5 and 6, are references to “corporation, partner- 
ship, association and other unincorporated body.” Such bodies are designated as 
“ineligible for return” except as to trademarks and trade names or if they are 
charitable, religious, or educational. If they are or have claimed to be the owner 
of property, they are ineligible and all persons claiming to be shareholders, mem- 
bers or the owners of beneficial interests are likewise ineligible. 

Others may attack these provisions directly on the ground that it is unconscion- 
able to grant or deny return of property solely on the basis of the form in which 
the claimants conducted their business enterprises. I do not wish to enter into a 
general dispute on this pont. 

My point is a narrow but extremely important one. The only possible justifica- 
tion for the policy which these provisions incorporate is that there is some true 
“legal entity,” other than the individual claimant, which is the real and actual 
“owner” of the property as distinguished from the indicidual claimant himself. 
The claimant, under 8S, 2227, must be a natural person who is himself the owner of 
the property. The vice in the present draftsmanship lies in the fact that the 
property in question is owned by Germans or by German business enterprises. 
These German enterprises exist under German law and may or may not be “corpo- 
rations, partnerships, associations and other unincorporated bodies” as these 
phrases are known to American lawyers under our own local law. 

To illustrate, if a vested bank account in a New York bank was owned by 
some form of German business enterprise, consisting of three individuals and 
having a firm name, under what law would it be determined who is the “owner” 
and under what law would it be determined whether the enterprise was a “‘corpo- 
ration, partnership, association or other unincorporated body”? Assume that such 
a relationship, under the law of New York would be an “association,” whereas 
under the law of Germany, where the parties created the firm, it would definitely 
not be an “association.” Which law should govern? 

The word “partnership” creates even more difficulties. What is meant by 
“partnership”? Does this mean a form of business organization which, if it were 
created by a group of United States citizens in some particular State of the United 
States to operate in the United States, would be considered to be a “partnership” 
under the law of that State, or does it mean an association of German individuals, 
created in Germany, any operating in Germany, and which is a “partnership” un- 
der German law? And if we assume that United States law is to govern, what 
United States law shall govern? 

Let us take a specific illustration. A German enterprise has 3 bank accounts, 
1 in a New York bank, 1 in a Chicago bank and 1 in a New Orleans bank. The 
enterprise is of such an ambiguous character that under the law of New York it 
would be considered as a “partnership,” whereas, under the law of Illinois and 
Louisiana, it would not be considered a partnership. Then what is to happen 
with respect to the return of property? Is there to be a different law applied 
with respect to the return of the New York bank account than is to be applied to 
the return of the bank accounts in Chicago and New Orleans? And, more im- 
portantly, is a German business enterprise of this kind to be denied any return 
if it has only a bank account in New York, whereas its competitors at home, of 
exactly the same business form, will receive a full return because their bank 
accounts happen to be in banks in Illinois or Louisiana? 

Then there are other problems. What is to be done about forms of business en- 
terprise similar to our joint tenancies, joint ventures, tenancies in common, etc.? 
Are these to be considered as “associations” so that the participants will be 
denied any return of any part of their property? If so, what law is to govern to 
determine into which category a particular form of enterprise will fit? Lastly, 
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what is to be done with respect to unique forms of business enterprise which 
exist only under German law? I am thinking particularly of the very common 
“offene Handelsgeselischaft”, generally known as an “oHG.” There are myriads 
of these in Germany conducting myriads of businesses. It is a unique form of 
business enterprise which has absolutely no counterpart in any other country of 
Purope or in Anglo-American law. It cannot be classified under the law of any 
State of the United States because no State of the United States recognizes the 
existence of any such form of business operation by a group of individuals in 
common, 

The point I am trying to make by posing these questions is this. We may as- 
sume that there are sound policy reasons for excluding return of property to 
certain kinds of business enterprises which possess legal juridical personality 
and are considered as some form of legal entity. The justification for this, I pre- 
sume, is that our Government should not be required to go behind the legal 
entity to inquire into the eligibility or noneligibility of the individual participants 
or the holders of fractions of the beneficial interest. If this policy is adopted, 
there must be some point of reference against which each form of business enter- 
prise can be examined, so that there will be complete uniformity of treatment 
without inequity or discrimination. I have tried to point out that if we refer to 
the law of some State of the United States, all kinds of problems will be raised 
which necessarily will result in unwarranted discriminations. 

In my opinion, the only possible point of reference is the law of the place 
where the business enterprise was created, and under whose law it was created. 
If it is a Swiss enterprise of German ownership, the low of Switzerland must 
determine whether the enterprise is a legal entity with juridical personality or 
whether it is merely a grouping in common of individuals. If it is a Dutch enter- 
prise formed by Germans, then the law of Holland must govern. If it is a German 
enterprise, then the law of Germany must govern. The claimants for the return 
of property must sustain their eligibility as natural persons by reference to the 
local law under which they have acted. The United States should not apply the 
law of some jurisdiction totally foreign to the claimants or totally foreign to 
the business enterprise, and which has never had any connection with respect 
to the organization of the enterprise itself. 

My specific recommendation on this point, therefore, is that wherever reference 
is made to “corporation, partnership, association or other unincorporated body”, 
for the purpose of contrast to natural persons and for the purpose of exclusion 
ae rights or privileges given to natural persons, the language be phrased as 
ollows: 

“Corporations, partnerships, associations, and other unincorporated bodies 
which, under the law of the place where they have been organized, have juridical 
personality and are recognized as legal entities.” 

The use of this kind of language will result in absolute uniformity of treatment 
of all claimants in the same position. It will provide an absolutely uniform point 
of reference for drawing legal conclusions. It will avoid the unhappy result of 
the application of the law of one or more of the States of the United States to 
situations where that law has absolutely no relevancy. It will prevent the result- 
ing inequity of a nonreturn of property to perfectly eligible individuals. 


GuTHRIE & Co., 
New York, N. Y., November 2, 1955. 
Hon. OLIn D. JOHNSTON, 
Subcommittee, HOLC Building, Washington, D.C. 


DEAR SENATOR JOHNSTON: I am in receipt of your notice of October 29th as to 
a further hearing of your Subcommittee on Trading With the Enemy Act, to be 
held on November 29 and 30. 

At the earlier hearing, having been compelled to leave the hearing before being 
reached, I filed, as you may recall, with you, as the morning hearing adjourned, a 
written statement. 

This statement is, perhaps, more germane to the bills which are the subject of 
the hearing on November 29. 

I have no desire to add to the heavy task of your committee and will, therefore, 
not again ask to be heard. I trust, however, my statement, earlier filed, will be 
considered as it pretty fully covered my views as to enemy property and the 
Trading With the Enemy Act. 

Yours faithfully, 
HAROLD G. ARON. 
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STATEMENT OF HAROLD G. ARON 


I appreciate the opportunity to present my views, which are based upon know}- 
edge of the enemy-property situation going back to the First World War, inelud- 
ing participation in the origination of the settlement of the War Claims Act in 
1928; the events following the Second World War and the administration of 
seized enemy property in general since the 1917 Trading With the Enemy Act. 

In order that my position be fully disclosed, may I say that I am here appearing 
on behalf of several separate interests. 

First. | am here as a director and one of the incorporators of the War Claims 
Council, Inc., a coporation recently organized under the laws of New York for 
the purpose of furnishing informative and clerical service to members of the 
American bar in the prosecution of claims of American nationals for private war 
losses sustained in World War I and II and in Korea, 

Second. I am here also on behalf of certain stockholders for the General Aniline 
& Film Corp, all of whose B stock and 90 percent of A stock are now in the 
possession of the Government. 

Third. I appear also on behalf of myself and others similarly situated who are 
holders of as yet unpaid awards of the Mixed Claims Commission, United States 
and Germany. 

Fourth. I appear also on behalf of the destitute widow of a distinguished 
member of the Foreign Service, who suffered physical injury, destruction of all 
her material possessions, and the loss of the German securities which she was 
compelled to acquire by conversion of American securities while virtually a 
prisoner in Leipzig during the Second World War, and who I am just now for 
the first time advised is to receive nothing on her claim for $18,165, filed years 
ago because the Office of Alien Property, successor of the Alien Property 
Custodian, has no authority to make payment to her. I append the summation 
in the latest commuication from the Department of Justice as attached. 

Fifth. I appear also as counsel for the Trust Association of H. Kempner, Gal- 
veston, Tex., who are, I believe, the second largest exporter of cotton in this 
country, which matter should be familiar to the Congress as it has twice unani- 
mously approved legislation for the relief of my client to the extent of damages 
suffered through a denial of justice in the German courts. Unfortunately, be- 
cause of erroneous departmental advice both Mr. Truman and Mr. Eisenhower 
vetoed the measure in messages which stultified the Presidents involved. The 
matter is again before your committee. I allude to it here because there is in- 
volved a principle which I think should be recognized in any future legislation 
your eommittee may recommend for reasons, which have been discussed a dozen 
times with members of your committee, the Finance Committee, and their sub- 
committees. There is coupled with this Kempner claim a provision for obliterat- 
ing a stain on the honor of this country arising from the wrongful abstraction in 
the First World War of a million and a half dollars from a trust fund for the 
benefit of the German partnership of Germann & Co., which ranks in age and 
integrity with the Kempner firm here, and which provisioned Admiral Dewey’s 
fleet before the Battle of Manila. The principle involved in this measure which 
the Congress has thrice unanimously approved (see Private Law, 509, 79th 
Cong.) is whether on meritorious diplomatic claims, arising out of injuries to 
American nationals, where there is no willingness on the part of the foreign 
government to recognize its liability, fumds, and assets, resulting from the seiz- 
ure of enemy property can be availed of for the benefit of American nationals. By 
law, as you are aware, the disposition of what is to be done with the proceeds of 
Seized enemy property rests solely in the power of the Congress, so completely 
that the argument may well be made that any congressional enactment with re- 
gard thereto is beyond Presidential veto. Incidentally, in view of the documented 
and admitted wrongful abstraction from this Germann trust, there is presented 
the opportunity of rectifying the only known breach of trust by American officials 
in the administration of enemy property trusts, as to which the German admin- 
istration of our nationals’ private assets is completely clean. 

Speaking in the first capacity, I respectfully call the attention of the committee 
to the unquestioned fact of the depletion of possibly $1 billion in the value of 
seized enemy property of German, Italian, and Japanese assets: further, as I 
am informed, no provision has as yet been made even for the filing and proof of 
claims by American nationals, much less their payment, except in the case of 
the limited group covered by the war claims Act of 1948. No statute of limita- 
tions is therefore running against these claims and as matters stand, 100 years 
from now such claims may be turning up. There is, hence, no way of which 
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Iam aware by which the Congress can be accurately informed as to the amount 
of the private war losses suffered by American nationals in the Second World 
War and in Korea and I have heard them estimated as high as $ billion, which 
is a moral obligation of the United States and, perhaps, under a decision of the 
British House of Lords after the Napoleonic wars, a legal obligation. The ma 
chinery proving these claims will run into enormous costs, if the same adminis 
trative procedures are followed as in the First World War and are still being 
adhered to. They involve an invitation to corruption and endless delays and an 
expense which puts frequently an impossible load on the claimant, because of 
concentrating the proceedings in a Commission located in Washington, rather 
than using the facilities of the local Federal courts in the various districts of 
the country. 

It will be of concern and shock to the American public to learn that no pro 
vision has been made for hundreds of thousands of American nationals and the 
payment of their war losses while the nationals of England, France, and Italy 
and, to a considerable extent Germany, have had those losses settled in full, 
probably in part, at least, out of loans from the American Govergment. Your 
committee will find that our allies in both wars have had as nian or 
trepidation about applying enemy property for the benefit of their own injured 
nationals. The benevolent attitude, going back to Grotius and sponsored by 
Alexander Hamilton, of not confiscating private property obtained through mili 
tary victory or forcible seizure appears, in the light of modern warfare to have 
been misguided altruism. In these days of cold wars and propaganda to stim 
ulate or mislead the populaces of warring nations, it may well be a salutary 
doctrine to confiscate forthwith on seizure the private property of enemy na 
tionals, even though it may sound of primitive warfare. If the people of nations 
about to go to war realize that one of the earliest stakes would be the cor 
fiscation of their individual property located on the native soil of an enemy 
Certainly it is historically demonstrable that to a large extent Hitler armed 
himself with the dollar proceeds of enemy property returned to German nation 
als, who probably never saw any part of it. A nation, like a man, must be just 
before it is generous and certainly there is no justice in returning German and 
Japanese property with private war losses of the First World War still uncom 
pensated and billions of private war losses of the Second World War not as 
yet provided for by any definitive congressional action. 

Speaking in my second capacity, with regard to the General Aniline & Film 
Corp. About 10 percent of its stock was and is American-owned. Those Amer 
ican stockholders have been at the mercy of Government seizure since the Second 
World War broke out and the earnings of the company have since between 1950 
and 1954 declined from $9.55 to $3.16 per share as a result of mismanagement 
and worse, which is already a matter of record before the Congress. For two 
compelling reasons, this stock should be instantly sold, without waiting for 
dilatory legal proceedings which can go on for another year or two, by Executive 
order under the still existent emergency powers of the President, the exercise of 
which is more than justifiable, as the only means of protecting the assets of 
this company, so essential to the national defense, from further dissolution and 
destruction. In this I find the position stated has the support of the Wall Street 
Journal. Private management is mandatory at the earliest possible date. While 
the interest of the Aniline stockholders I represent is infinitesimal, it is my con- 
sidered opinion that as stockholders they have a right to buy the shares now 
to pay a fair price for this stock, as the same is fixed by the Government or any 
public or private agency it designates. 

To go through the dilatory routine of offering the stock at virtual auction in 
itself implies a year’s procedural and clerical delay and what is vastly more 
important, there is no way known to law by which, if it is sold by competitive 
bidding on the auction block to guarantee that it will not again, if a third world 
war breaks out, be found to have drifted back into alien enemy ownership. 

Speaking in my third capacity, as the owner of a moiety of an award of the 
Mixed Claims Commission, United States and Germany, made under the Settle- 
ment of War Claims Act of 1928, I eall the attention of the committee to the fact 
that there remain about $150 million due on such awards, as the result of im- 
providence in making payments to Germans under the 1928 act. The United 
States Treasury also has in its possession $500 million in gold bonds of the 
German Government, deposited to guarantee the full payment of the awards. 
In addition, since this debt accrued, for which the United States in my opinion 
is liable as trustee, the United States has had in its possession assets and funds 
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of German enemy nationals, more than sufficient to pay the balance due on these 
awards a hundred times over. The comparatively recent action of throwing a 
“sop to Cerberus’ under the London agreement, by making small installment 
payments to these awards is so foreign to justice and the dignity of the United 
States that I have felt compelled to institute an action to force the payment of 
the full balance and interest due on these awards. 

In conclusion, may I say that there may be unintentional inaccuracies, errors, 
and omissions in some of the estimates I have made and in reference to the 
present state of existing legislation. I do not pretend now to be au courant. 
I have, however, furnished the alert and the able counsel for your committee a 
eatalog of informative reports, articles and proceedings of Congress printed 
in the Congressional Record, including a good deal of what I and others have 
previously said and written on the subject, when I felt myself fully informed. 
To bring my information comprehensively down to date would involve a research, 
which is beyond my time and facilities but which, I am sure, is going to be 
thoroughly made by your committee and its counsel. 
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DEPARTMENT OF JUSTICE, 
OFFICE OF ALIEN PROPERTY, 


Washington, D. C., July 11, 1955. 
Mr. Harotp G. ARON, 


Kew Gardens, Long Island, N. Y. 


Dear Sim: Reference is made to your letter of June 15, 1955, concerning the 
above-numbered debt claim filed by Mr. Sophia deSoto with respect to the Ger- 
man Government. Mrs. deSoto’s claim in the sum of $18,165 plus interest, is 
based on the loss of bonds, furniture, silverware, and household belongings which 
arose as a result of combatant activities and German war measures while the 
claimant was in Germany. 

I regret to advise you that a further examination of the claim results in the 
conclusion that no favorable action can be taken by this Office since the claim 
is based on losses resulting from acts of war or confiscations by the German 
Government or its agents. The authority of the Office of Alien Property under 
section 34 of the Trading With the Enemy Act is limited solely to the payment of 
debts out of the proceeds of vested property which were due and owning by the 
owner of such property at the time of its vesting. It is the position of the Claims 
Section that an indebtedness within the meaning of section 34 of the act must 
arise out of a contractual relationship between claimant and debtor and does 
not include losses resulting from acts of war or confiscations by governments or 
their agents during time of war. Under these circumstances no favorable action 
with respect to the claim is possible and you should withdraw the claim by signing 
and returning the Notice of Withdrawal card which was enclosed in my letter to 
Mrs. deSoto of April 21, 1955. 

In the event you do not withdraw the claim after the expiration 30 days from 
the date of this letter, I intend to apply to the Director for an order dismissing 
the claim on the ground of no debt without further notice, pursuant to section 
502.25 (i) of the Rules of Procedure for Claims, as amended, a copy of which is 
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enclosed. Within the 30-day period, you may file with this Office a statement 
specifying the objections, if any, to the dismissal of the claim, together with the 
reasons in support thereof; any evidence in support of the claim which has not 
previously been filed with this Office shall be filed with the statement of objec- 
tions. Upon my application for an order dismissing the claim against the German 
Government, the Director will consider any ob{fections filed and may enter an 
order either dismissing the claim or remanding it to the Claims Section for 
further processing. 





PUTMAN, BELL, Santry & Ray, 
Boston, Mass., November 25, 1955. 
Hon. OLIn D. JOHNSTON, 
Chairman, Judiciary Subcommittee on Trading With the Eenemy Act, 
HOLO Building, Washington, D. C. 
(Attention: Harlan Wood, Esq., counsel to the subcommittee.) 


DeAR SENATOR: I enclose a statement of John A. Blanchard and myself as 
trustees of certain family trusts in which there are interests which have been 
vested by the Office of Alien Property. 

We wish to submit this statement in connection with the hearings to be held 
November 29 and 30 on S. 854, S. 995 and certain other bills. 

We shall appreciate your kindness in presenting this statement to the sub- 
committee and we stand ready to give any further information which you and 
the other members of the subcommittee or Mr. Wood, as counsel, may desire. 

Respectfully yours, 
RICHARD BANCROFT. 


STATEMENT OF JOHN A. BLANCHARD AND RICHARD BANCROFT OF DEDHAM, MAss. 


We are trustees of two substantial family trusts established in the United 
States by Americian citizens, one in 1903 by Mrs. Rosamond Blanchard von 
Courten of her own property at the time of her marriage and the other in 1910 
under the will of her mother. The principal beneficiaries of these trusts are 
Mrs. von Courten, who is still an American citizen and now a widow 80 
years of age, her daughter, Laura Irene von Courten, who is a Swiss citizen, 
and her 3 grandchildren, Candida, Selina, and Nikolaus Rommel, German 
citizens now ranging in age from 13 to 19. All of these persons lived before and 
during the war in Miesbach, Bavaria, but none of them had any connection with 
the Nazi party nor were any of them in military service. Since 1946 they have 
all lived together in Switzerland. They are all the members of the family. 
Laura Irene never married. Mrs. von Courten had another daughter who died 
during the war as did also her husband so that the three grandchlidren are 
orphans. 

The trusts provide for the payment of income to Mrs. von Courten, and with 
this income she supports herself, her daughter, and her three grandchildren. The 
trusts provide further for distribution of the principal to the child and grand- 
children on the death of Mrs. von Courten, if they are then living. 

The future interests of the child and the grandchildren have been vested by 
orders made in May and June 1951. Because Mrs. von Courten is still living, 
no occasion has arisen for the delivery of any property from these trusts to 
the Office of Alien Property. 

We urge that this committee report favorably to the Senate both S. 854 and 
S. 995, to the end that the interests of Mrs. von Courten’s daughter and grand- 
children, who are the descendants of generations of American citizens, may be 
returned to them. 

It appears to us that the confiscation of their interests is a gross moral in- 
justice. 

1. The vesting orders were made in May and June 1951 shortly before the 
President on July 9, 1951, sent to Congress a proposed resolution to terminate 
the state of war between the United States and the Government of Germany. 
Germany had surrendered unconditionally on May 8, 1945. The President pro- 
claimed the cessation of hostilities in World War II on December 31, 1946. 

It is obvious that the vesting in 1951 could give no assistance to the war effort 
at that late date. 

2. Prior to May and June 1951, Congress had by joint resolution, August 5, 1947, 
provided for the return of vested property of Italian citizens or subjects. At least 
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by the end of 1948 property given or bequeathed to German persons could be 
sent to them if the gift or bequest was made after December 31, 1946. This 
is permitted by general license 94. 

The result is that only some enemy interests even in property in the United 
States were made the subject.of vesting. 

3. Under the War Claims Act, enacted July 3, 1948, it is provided that the 
property of German and Japanese nationals in the United States shall be used 
to pay claims of certain Americans against the Japanese Government and cer- 
tain claims against other enemy governments. No question is raised by us as to 
the propriety of requiring the Japanese and other enemy governments or their 
respective peoples to satisfy such claims against their respective governments, 
but it does not appear to us fair or moral that only a certain few persons—incinud- 
ing those who, under the provisions of the Trading With the Enemy Act and the 
regulatios under it, are described as German nationals, and who happen to have 
property in the United States because of their close ties by blood with the United 
States, should be singled out to pay the bill with their inheritances. Further, 
it appears to us neither fair nor moral that the property of these few German 
nationals should be taken to pay claims arising out of the misconduct of the 
Imperial Japanese Government. 

The use of the Trading With the Enemy Act to create the war claims fund 
has produced a most unjust discrimination against those nationals of Germany 
who have close ties of blood in the United States and whose ancestors in this 
country have left property interests to them. 

4. Alfred Krupp, the great German industrialist and maker of weapons of war, 
was convicted in July 1948 by an American war crimes court as a war criminal, 
for mistreating slave labor. The sentence ordered Allied Control Counsel con- 
fiscation of all his extensive property. However, in February 1951 it was dis- 
closed that his property had been restored to him. 

If there is any moral justification for the return of property of a convicted 
war criminal and the subsequent taking of the property of women and orphans 
for a war claims fund, it has not been made known to us. 

If it has been made the policy of this Government to forgive and forget, we 
believe that the policy should be extended to the innocent as well as to those 
found guilty. 


STATEMENT OF OrTro BRACHOLD IN RELATION TO THE PROPOSED AMENDMENT TO THE 
ALIEN PROPERTY ACT AND THE CORRECTION OF INJUSTICES CAUSED By Sucn AcT 


I, Otto Brachold, reside at 58 Stratford Road, Brooklyn, county of Kings, city 
and State of New York. I was born in Germany, but I have lived in the United 
States for many years, and I am happy and proud to declare that I am, and have 
been for a long time, a citizen of the United States of America. 

My mother, Anna Brachold, was born in Germany and always resided, until 
the time of her death, at 16 Uhland Strasse, Bad Wildbad, Wurtemberg, Ger- 
many, which is and always has been in the Western Zone. I am sorry to state 
that my mother died within the last month, my sister having cabled me that 
mother passed away in Bad Wildbad on October 28, 1955. 

My aunt, my mother’s sister, Mina S. Bodamere-Gaus, came to the United 
States from Germany a great many years ago, and had been an American citizen 
for years prior to her death, which occurred on November 5, 1945, a little more 
than 10 years ago. 

A month before her death and on October 4, 1945, at Brooklyn, N. Y., my aunt, 
Mina 8S. Bodamere-Gaus, made her last will and testament, a true copy of which 
is hereto annexed and made part hereof, by which she bequeathed her entire 
estate (less personal effects of little or no value) to her sister, my mother, Anna 
Brachold, then residing in West Germany. Emphasis is placed upon the fact 
that Germany had unconditionally surrendered and hostilities had ceased almost 
® months before this last will and testament was executed, the unconditional 
surrender of Germany having been signed May 7, 1945, at Reims headquarters, 
designating the cessation of hostilities for May 7, 1945, at 11.01 Dn. m. 

Mina S. Bodamere-Gaus died at Brooklyn, N. Y., on November 5, 1945, 6 months 
after the surrender of Germany and the cessation of hostilities. Her last will and 
testament was duly probated by the Surrogates Court, County of Kings, State of 
New York, on July 24, 1946 (index No. 5244, 1946), and letters testamentary were 
issued appointing me the sole executor of her estate on July 24, 1946 (Liber No. 
#14, p. 454) and I continued to and I am still acting as the executor of the estate 
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of Mina S. Bodamere-Gaus, deceased. At the time of her death, the estate of 
Mina S. Bodamere-Gaus was valued at approximately $23,000, consisting almost 
entirely of stocks in American corporations and cash in New York banks 

On July 1, 1946, by an assignment duly executed before Frank K. Schilling 
American Vice Consul at Stuttgart, Germany, my mother, Anna Brachold, as 
signed to me all of her right, title, and interest in and to the estate of Mina S 
Bodamere-Gaus. A true copy of such assignment is hereto annexed and made 
part hereof. However, I am informed that the various attorneys In the Office of 
\lien Property have refused to recognize this assignment, upon the alleged 
ground that my mother having been a so-called enemy alien at the time of such 
assignment she was without power to convey her interest to me, even though that 
interest had been created 6 months after the unconditional surrender of Germany 
and the total cessation of all hostilities, all of which as has been explained here 
inabove. 

By vesting order No. 1-087, dated March 29, 1948 (almost 2 years after the ex 
ecution of the assignment of her interest by my mother, Anna Brachold) the 
Office of Alien Property, in the name of the Attorney General of the United States, 
made demand upon me for the payment and delivery of the interest of my mother, 
Anna Brachold, in the estate of Mina S. Bodamere-Gaus. This claim has been 
resisted by me up to and including the present time and I have made no payments 
or deliveries under said alleged vesting order. 

While much sympathy has been expressed by various attorneys in the Office of 
the Alien Property Custodian because of the facts of the case, they have stated 
that in the present state of the law relating to alien property they were and are 
powerless to afford relief, and that relief must come through an amendment to or 
repeal of the alien property law or such other provision as may be made, legisla- 
tively, to right the wrong suffered by me and others similarly affected. 

By petition dated on or about April 30, 1954, the office of the United States 
Attorney at Brooklyn, N. Y., undoubtedly acting at the instigation of the Office 
of Alien Property, brought on a proceeding in the Surrogates Court, Kings County, 
New York, to compel me to account as the executor under the last will and testa- 
ment of Mina S. Bodamere-Gaus, upon the allegation that the vesting order must 
be honored and my aunt’s estate delivered over to the Alien Property Custodian 
and such proceeding is still pending. Within the past 10 days, H. Elliot Wales, 
Esq., an Assistant United States Attorney in the office of the United States Attor 
ney for the Brooklyn district, has telephoned me and has threatened to have me 
jailed for contempt for resisting their efforts to compel me to turn my aunt’s estate 
over to the Alien Property Custodian. 

It is my contention that the alien property law, as written, was an act of savage 
vengeance, which could only have the effect of prolonging the animosities and 
tensions of war. It sufficiently appears that it was written by or under the in- 
spiration of the late, unlamented Harry Dexter White, who, it appears beyond 
question, was a Communist agent and who acted as such while the chief and 
trusted assistant of Mr. Morgenthau, who was then the Secretary of the Treasury 
under the administration of the late Franklin D. Roosevelt. Leaving aside the 
motivations and purposes of the law, however, I respectfully submit that some 
way must be found to grant simple, moral justice in a situation such as we have 
here—where an American citizen, making a will 5 months after the unconditional 
surrender of the enemy, left her property to her sister in the surrendered country, 
then dying a month thereafter, the United States seeks to confiscate the product 
of her lifetime and deprive her sister and myself, her assignee, an American citi- 
zen, of our inheritance years after the termination of the war and at a time when 
West Germany has become our friend and ally and may be depended upon to hold 
back the Communist horde from sweeping through Europe and the world. 

I understand that there is presently before this committee for consideration 
a measure recommended by the Secretary of State of the United States that 
$10,000 of moneys seized from individual West German and Japanese be returned 
and released. 

While I am in accord with any measure which seeks to right the wrongs im- 
posed, I do believe that in the circumstances of the situation which I have out- 
lined above such a measure will not be sufficient and I most respectfully urge 
that legislation be recommended by this committee which will grant full justice 
for which reason I beseech the enactment of legislation returning all rights and 
properties seized or attempted to be seized which belonged to individual West 
Germans and particularly where such rights and properties were created at a 
date posterior to the unconditional surrender of Germany and the cessation of 
hostilities, as in the case here outlined. 
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EXHIBIT—WILL oF Mina 8S. BopaAMERE-GAUS 


IN THE NAME OF Gop, AMEN: 

I, Mina 8S. Bodamere-Gaus, now residing at 58 Stratford Road, in the Borough 
of Brooklyn, County of Kings, City and State of New York, being of sound and 
disposing mind, memory, and understanding, do hereby make, publish, and de- 
clare this to be my last will and testament, to wit: 

First: I direct my executors hereinafter named to pay all my just debts, 
funeral and testamentary expenses as soon after my decease as may be prac- 
ticable. 

Second: I give and bequeath all my personal effects to my friend, Mrs. Mina 
Panitz, of 1406 Sixth Street, North Bergen, New Jersey. 

Third: All the rest, residue, and remainder of my estate, both real and per- 
sonal, of which I may die seized or possessed to which I may be entitled at the 
time of my decease, I give, devise, and bequeath to my sister, Anna Brachold, 
of 16 Uhland Strasse, Bad Wildbad, Wurtemburg, Germany. 

Fourth: I hereby nominate, constitute and appoint Otto Haun of 186-26 
Midway Parkway, Jamaica, New York, and Otto Brachold of 58 Stratford Road, 
Brooklyn, New York, executors of this my last will and testament, hereby giving 
and granting unto them full power and authority to sell and convey any and all 
of my real estate at public auction or private sale, for such price or prices and 
upon such terms as to my said executors shall seem best for the interest of my 
estate, and good and sufficient deed or deeds of conveyance to make, execute, 
and deliver to the purchaser or purchasers thereof; and I direct that no bond 
or other security be required of my said executors for the faithful performance 
of their duties as such hereunder. 


Lastly: I hereby revoke and annul any and all other or former wills by me 
at any time heretofore made. 

IN WITNESS WHEREOF, I have hereunto set my hand and seal this the 4th day 
of October in the year of our Lord one thousand nine hundred and forty-five 
in the Borough of Brooklyn, City and State of New York. 


[SEAL] MINA S. BopAMERE-GAUS. 


The foregoing typewritten instrument was at the date thereof subscribed by 
Mina 8. Bodamere-Gaus, the testatrix therein named, in our presence, and she 
at the same time declared the said instrument so subscribed by her to be her 
last will and testament, and we thereupon, at her request, in her presence and 
in the presence of each other have subscribed our names as witness thereto. 


D. E. MEEKER, 
9 East 10th Street, New York, N.Y. 
Rosa PINCHUK, 
225-02 137th Avenue, Laurelton, N.Y. 
MARGUARITE BAss, 
160 Lincoln Avenue, Sayville, N.Y. 


ASSIGNMENT 


Whereas my sister Mina 8S. Bodamere-Gaus, formerly of 58 Stratford Road, 
in the Borough of Brooklyn, County of Kings, City and State of New York, 
died in the Borough of Brooklyn, on the 5th day of November 1945; and 

Whereas my said sister, Mina S. Bodamere-Gaus, by her last will and testa- 
ment, bearing date the 4th day of October 1945, gave devised, and bequeathed 
to me her entire estate, less certain personal effects given and bequeathed to 
Mina Panitz; and 

Whereas the said last will and testament, bearing date the 4th day of Oc- 
tober 1945, is about to be offered for probate, in the Surrogate’s Court, County 
of Kings, State of New York; and 

Whereas it is my wish and desire to transfer and convey all of my right, title, 
and interest in and to the estate of the said Mina S. Bodamere-Gaus, and in 
and to the property given, devised, and bequeathed to me, by the said Mina S. 
Bodamere-Gaus, to my son, Otto Brachold, residing at 58 Stratford Road, in the 
Borough of Brooklyn, County of Kings, City and State of New York: 

Now THEREFORE, for good and valuable considerations, the receipt of which 
I hereby acknowledge ; 

T po WERERY sell, assign, transfer, and set and deliver over unto the said Otto 
Srachold, his executors, administrators, and assigns, all and every my right, 
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title, and interest in and to the estate of Mina S. Bodamere-Gaus, and in and 
to all and every property, real, personal, or mixed, and wheresoever the same 
may be situate, which I am to receive or shall be entitled to receive as the 
residuary legatee under the last will and testament of the said Mina 8. Boda- 
mere-Gaus, bearing date the 4th day of October 1945, which last will and testa- 
ment is about to be offered for probate in the Surrogate’s Court, County of 


Kings. 
IN WITNESS WHEREOF, I have hereunto set my hand and seal this Ist day of 


July 1946. 
(sgd.) ANNA BRACHOLD. 
(sgd.) Exise STern. 
(sgd.) GorrLosp KLINGLER. 
GERMANY, Crry OF STUTTGART, 
Consulate of the United States of America, ss: 

I, Frank K. Schilling, duly commissioned and qualified, certify that Anna 
Brachold personally appeared before me this Ist day of July 1946 and executed 
the above assignment and acknowledges the above as her signature. 

CONSULATE OF THE UNITED STATES OF AMERICA, 

[SEAL] (sgd.) Frank K. SCHILLING, 

American Vice Consul. 





SCHERING CORP., 
Bloomfield, N. J., November 28, 1955. 
Hon. OLIN D. JOHNSTON, 
Chairman, Judiciary Subcommittee on Trading With the Enemy Act, 
Senate Office Building, Washington, D. C. 

Dear SENATOR JOHNSTON: Much as I would wish to appear in person before 
your subcommittee, which is to hear testimony on 8. 854, 8S. 995, S. 1405, and 
S. 2227, and to testify against the return of any enemy assets, a proposal which 
appears to me to be not only an outrage against the American public and tax- 
payer and a miscarriage of justice, but also a most unfortunate misreading of his- 
tory, the pressure of other business engagements keeps me here at my desk in 
Bloomfield. 

I cannot, however, permit myself the luxury of silence on so important an issue 
to the American people, who have already on another occasion lived to regret 
similar action after World War I. The very least, therefore, I can do is to 
request that you incorporate into the current hearings my testimony and state- 
ment on §. 3423 of the 83d Congress at the July 1 and July 2, 1954, hearings be- 
fore a subcommittee of the Senate Committee on the Judiciary.’ 

When further hearings are held, as I assume they will after Congress convenes 
in January, since I am confident that so important a subject will require further 
consideration by your committee, I should like to be advised and afforded an 
opportunity to appear in person. 


Very truly yours, 
Francis C. Brown, President. 





STATEMENT OF RIcHARD D. DANIELS 


My name is Richard D. Daniels. I am an attorney with offices in the Washing- 
ton Building, Washington, D. C., and for the past several years I have had a 
number of cases before the Office of Alien Property. 

In opening my testimony I wish to incorporate by reference as though set 
forth in detail herein, with copy hereto annexed, the remarks of Dr. Charles S. 
Collier, chairman pro tempore of the Committee for Return of Confiscated Ger- 
man and Japanese Property before the United States House Committee on For- 
eign Affairs (ad hoc subcommittee), submitted on or about July 1, 1955. 

With reference to Senator Langer’s bill, S. 854, I wish to suggest to the sub- 
committee that this be adopted and desire to offer one very slight amendment to 





1 The full text of the testimony referred to appears on . 143 through 158 of hearings 
before a subcommittee of the Committee on the Judiciary, U. S. Senate, 83d Cong., 2d sess., 
on 8. 3423, to amend the Trading With the Enemy Act, on July 1 and 2, 1954, entitled 
“Return of Confiscated Property.” 
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the text as proposed by the Senator. On page 2, line 2, I suggest the insertion of 
two words after the word “American,” so that that line will read “or Austria 
from an American or British citizen * * *.” Also insert the same two words 
after the word “American” on page 2, line 3, so that lines 2 and 8 will read: “or 
Austria from an American or British citizen or a mother who at the time of 
her marriage was an American or British citizen, by gift, devise, bequest or in- 
heritance * * *,” so that the rest of the paragraph remains unchanged. Also, 
in section 3, page 2, line 23, insert the words “or British” after the word “Ameri- 
can,” leaving the rest of section 3 unchanged. 

It is my understanding that the bill, S. 995, introduced February 8, 1955, 
by Senator Kilgore (for himself and Senator Dirksen) is the same bill which 
passed the Senate, and I think the House, at an earlier session of the Congress. 
This bill would seem to protect the interests of the United States and, in turn, 
facilitate the return of property to many of the citizens of Germany where the 
retention of their property by the exigencies of war has worked a tremendous 
hardship upon them. This would seem to be very desirable legislation and I 
hope that the subcommittee and the Judiciary Committee in turn will recommend 
its passage. 

With reference to the bill, S. 2227, which is a later bill introduced June 14, 
1955, by Senator Kilgore, the bill is exceedingly well drawn with the exception 
of the amount proposed to be returned to claimants. The amount of $10,000 
as a ceiling set forth in the bill should not be enacted into law. The proviso 
of $10,000 as a proposed penultimate in return to German nationals caused con- 
sternation among Germans and particularly German attorneys. It would seem 
that if the principle of the return of property to German nationals is to be ac- 
complished, certainly in the case of individuals there should be no limitation 
upon the return. The various sections of the bill pertaining to trademarks, 
patents, and corporate interests seem to balance the rights of both German na- 
tionals and American citizens; but it is hard to explain, and certainly a feeling 
of hardship, when it is stated that the aggregate value of vested property to 
be returned to any natural person shall in no event exceed $10,000. It is my 
understanding that this bill to a certain extent was to implement the conferences 
held in our country with Mr. Abs representing the new West German Republic. 
As indicated above, it is a step in the right direction but it does not go far 
enough and, it would seem, defeats its purpose by placing an arbitrary limi- 
tation of $10,000 as the value of the property which may be returned to natural 
persons. 

It would seem to be of paramount importance that steps be taken at this 
time to secure the return of confiscated property to Germans, particularly indi- 
vidual Germans. The result of the second meeting at Geneva is of paramount 
importance to all Germans. As members of this subcommittee must well know, 
there is a very strong movement among West Germans to “drag their feet’ in 
forming an army to meet the requirements of NATO. There is also a tremendous 
feeling that since unification of Germany cannot be soon anticipated from the 
meetings at Geneva, that steps be taken by West Germans on their own initia- 
tive to secure a peaceful coexistence with the Russians. In view of the tre- 
mendous sums of money which have been spent by America to accomplish the 
rehabilitation of Germany, it seems that a most efficient way without the ex- 
penditure of further funds will result by paying back or releasing to Germans, 
particularly German individuals, property which is theirs except for the oper- 
ation of a harsh military law. 

Therefore, in conclusion it is earnestly submitted that the suggested amend- 
ment be carefully considered and passage of the bills before this subcommittee 


be recommended to the whole committee with the sincere hope that Congress will 
enact these bills into law. 





STATEMENT OF Dr. CHARLES S. COLLIER, CHAIRMAN PRO TEMPORE, COMMITTEE FOR 
RETURN OF CONFISCATED GERMAN AND JAPANESE PROPERTY 


I should like to offer as my first sentence of testimony in this proceeding the 
statement that I heartily endorse the provisions of the identical House Joint Re- 
solutions 272, 264, 265, and 268. I desire to express my full approval of this pro- 
posed resolution both as to its general purpose and spirit, and also as to all the 
chief details of its provisions. 

As an example of the statesmanlike care with which this resolution has been 
prepared, I would like to mention at the very outset the cautious provisions that 
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ive been inserted to prevent any restoration of funds to the citizens or residents 
of East Germany which might in any way redound to the advantage of the Soviet 
[Union or to that of the government of East Germany which is at the present time 

reality a subservient satellite of the Soviet Union. 

The concluding sentence of the proposed joint resolution adequately guards 
sainst this risk, a risk which has eecurred to many distrustful though patriotic 

tizens of our Own country as a risk necessarily connected with any substantial 
restoration by our own country of any confiscated German property 

The words of this sentence, I desire to quote directly on my own behalf as they 
rm an important reason for my adherence to the provisions of this important 
oint resolution as a whole. The language of the joint resolution on this important 
element in the situation is: 

“Payments authorized hereunder shall not be made to East Germany or the 
residents thereof so long as it or the recipients thereof remain under Soviet 
omination or control.” 


rwoO MAIN ISSUES 


The questions, legal and practical, with regard to the restoration of confiscated 
German and Japanese property, as proposed in the joint resolution, are somewhat 
complex. But perhaps for the purposes of a short constructive statement designed 
for the service of this committee of the House of Representatives, my statement 
night properly be concentrated on two main issues, namely, first, the issue of high 
discretionary policy, and second, the issue as to legal justice and ethical justice 
as historically developed in this sphere. 

As to the first great issue, if we approach the subject on the level of high poliey, 
the first point to be stressed is that the Congress of the United States is indeed 
free as of the present moment to adopt any solution for this whole problem that 
it may deem politic and desirable, and to initiate and carry out new policies, 
however much these new policies may differ from policies heretofore pursued 

Congress is not committed in either a legal or an ethical sense to any one par- 
ticular course of policy or legislation. The fact that Congress did in the course 
of actual and intense military conflict with Germany and Japan adopt confisca 
tory laws and renew the operation of the Alien Property Act of 1917 was due 
primarily, certainly, to its desire to weaken Germany and Japan as combatants by 
diminishing their available or potential economic resources 


POLICY OF CONFISCATION NEVER “JUST” 


The policy was never based on the ground that confiscations of private property 
of individuals, legally to be classified as enemy aliens, was either just in itself or 
politic and wise, apart from the dire necessities of actual military conflict. 

Mr.. Justice Story aptly described in general terms the legal classification of 
alien enemies in one of his famous opinions dealing with attempted confiscations 
of alien enemy property by force of State laws. 

“But it is not the private character or conduct of an individual which gives 
him the hostile or neutral character. It is the character of the nation to which 
he belongs and where he resides. He may be retired from all business, devoted 
to mere spiritual affairs, or engaged in works of charity, religion, and humanity, 
and yet his domicile will prevail over the innocence and purity of his life. Nay, 
more, he may disapprove of the war and endeavor by all lawful means to assuage 
or extinguish it, and yet while he continues in the country, he is known but as an 
enemy. The same principle must apply in the same manner to a corporation.” 
(Society for the Propagation of the Gospel v. Wheeler, 22 Federal Cases, 756, 
at 765.) 


TIME REMOVES CAUSE OF VESTING 


Of course, it is universally recognized, that the smashing military defeats sus- 
tained by both Germany and Japan, as well as Italy, thoroughly and irreparably 
destroyed that military power which was so seriously dangerous to the United 
States. The situation which made the contiscatory statutes of the United States 
necessary and desirable, as of the time when they were put into force, has entirely 
passed away. Ten long years of peaceful cooperation between the United States 
and its former enemies have elapsed since the cessation of all actual belligerent 
operations. An entirely different situation has arisen. 

Since the basic original reasons and justifications for the confiscatory laws 
adopted by Congress have ceased to operate, and have indeed completely dis- 
appeared, the confiscatory laws also, as a matter of policy to be determined by 
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the wise and informed judgment of Congress, should be terminated as to their 


on operation, and canceled so far as possible as to their future or continuing 
effects. 


OBSOLETE LAW SHOULD BE LIFTED 


There is an ancient maxim of law, a juristic principle which states in very 
broad terms this wise and necessary policy of modifying legal rules when the 
underlying reasons for the older, and still technically exacting, rules have ceased 
to apply. Cessante legis ratione, lex cessat. “When the reason for a law or a 
legal rule ceases, the law or legal rule itself should cease.” 

Another controlling argument on the high policy ground as to the issue of the 
restoration of the German and Japanese confiscated property is that in the special 
historical situation that has developed since 1945, our former belligerent enemies, 
Germany, Japan, and Italy have become our allies, by all the evidence thoroughly 
devoted to the general policies and moral purposes of the free world, as the con- 
cert of the clearly democratic countries, is so aptly called, the free world of which 
the United States is the universally acknowledged leader. 

We have aided West Germany, Japan, and Italy so substantially, so un- 
reservedly, and in so Many ways since 1945, that it seems an irrational incon- 
sistency to withhold from the citizens or subjects of these countries the property 
which originally belonged to them, but which was confiscated in the period of 
actual belligerency and pursuant to the necessity and rigors of the actual belliger- 
ent status, which was in this instance so exacting and ominous that it temporarily 
threatened the basic safety and even the political independence of our own mighty 
country. 

REMNANTS OF WAR HAMPER PEACE 


In other words, at the present juncture we are now taking away with the one 
hand the equivalent of what we bestow with the other. Our policy strains in 
opposite directions and, to a large extent, cancels out its own efforts. This is true 
not only in the material sense, in which we perceive that the benefits and subsidies 
of many kinds donated by the United States to Germany and Japan are necessarily 
diminished by the continuing operation of the confiscations of German and 
Japanese capital, productive assets, and intangible credits of great value. 

This partial cancellation, through our inconsistency, of benefits our national 
policy should otherwise achieve, is also very plain in the sphere of public opinion 
and amidst the spiritual forces that are striving for cooperation and genuine 
international unity. 

For the German and Japanese people are left with a serious and real grievance, 
a sense that a great injustice is being thrust upon them by the same hands that 
are so often, to outward appearance, extended as the hands of friendship. 

This moral inconsistency does harm to our Nation to a degree quite oyt of 
proportion to the actual financial values that are involved. 

In this field, as in so many other areas where moral values and issues of justice 
are involved, the great mass of upright and intelligent people are inclined to 
accept and believe in the truth set forth in the familiar maxim of the Holy 
Scripture: He that is faithful in that which is least is faithful also in much; and 
he that is unjust in the least is unjust alsoin much. Luke 16:10. 


PRAISES JOINT RESOLUTION 


This important point as to the wisdom at the present time of consistently sus- 
taining the economic recovery and restored economic prosperity of our former 
belligerent enemies, now our allies, on whom great political and moral reliance 
is placed, is fully and admirably recognized now in the text of the joint resolution 
presently under discussion. 

To quote only two of such recitals, this great joint resolution states: 

“Whereas the policy of the United States has been to admit into the family of 
nations its former enemies primarily Italy, Germany, and Japan,” and at a later 
point : 

“Whereas the United States has encouraged and contributed to the economic 
recovery of Western Germany, Italy, and Japan and the foreign policy of the 
United States is predicated on a continued and strengthened standard of living 
and economic development of these countries.” 

We have in so many spheres abolished the wartime psychology that was neces- 
sary in the days of actual military combat with Germany and Japan, and have 
accomplished this by conscious processes as well as by a subconscious or non- 
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volitional change of temper due to changed circumstances, that it seems here also 
logically inconsistent and disproportionately harmful to retain the practical 
operation of the old wartime psychology in this one sphere. 

Such a psychology is futile and self-defeating in this area as in so many 
aspects or areas of life. 

To take away with one hand much of what is given with the other, or to with- 
hold in a punitive or narrowly legalistic spirit in one phase of our national policy 
the equivalent of what is generously donated or loaned to those whom we now 
confidently regard as friends, as reliable international allies on a long-term 
basis, and as like-minded coworkers in the great cause of preserving the essen- 
tial values of the Free World, cannot be justified. Continued failure to eliminate 
this inconsistency could undermine the assembling of solid, confederated strength 
on the part of the Free World which is dedicated to achieving peace and a regime 
of fair play with all mankind. 


RESPECT FOR PROPERTY SERVES NATIONAL INTEREST 


One other point of high policy that should receive recognition in the sound 
discretion of Congress should be mentioned and stressed even in such a brief 
discussion as I am authorized to present at this time. This is the point that the 
long-range interests of the United States will best be served by recognizing in 
all situations the sanctity of private property, belonging to citizens or residents 
of one country but located physically in another country and subject to the para- 
mount and technically controlling legal jurisdiction of that other country. 

The instance of property owned by alien enemies located in our own country 
in wartime is but one instance of the larger category of the legal control of invest- 
ments or other properties belonging to the citizens or subjects of one country 
but located physically or so situated as to be within the paramount legal juris- 
diction of another independent country. 

The citizens and corporations of the United States have placed enormous finan- 
cial investments in the territory of independent countries all around the world, 
such as the great investments of the United States Steel Co. and of certain of our 
oil companies in Venezuela or the huge investments of the Aluminum Company 
of America in power projects and manufacturing plants in Canada. 


ENCOURAGING FOREIGN INVESTMENT 


The future economic development of less advanced countries all over the world 
depends very largely on the confidence of foreign capital. That is, in particular, 
the confidence of foreign investors that there will be no outright confiscations 
of the private property rights that can be originally obtained, however specious 
the reasons that can be advanced for such confiscations. 

The best possible safeguard in this highly important world development would 
be the old-fashioned concept of the sanctity of private property, including, of 
course, aS a minimum foundation element, its immunity from direct confiscation, 
without just compensation by the government having direct and primary juris- 
diction over the areas where such properties are physically located. 

Now this great problem obviously demands the recognition of a reciprocity 
of rights as between the citizens or nationals of the various sovereign nations 
so that each such sovereign will accord such full protection and immunity from 
confiscation to all foreigners who have lawfully acquired property in the domains 
of that sovereign as will justify that same sovereign in demanding as of right 
the full, equal, and reciprocal recognition by every other sovereign state of the 
property rights of its own citizens and nationals in all estates and assets, 
whether tangible or intangible situated within the domain and the legal juris- 
diction of every such other sovereign state. 

At the minimum, this concept of full reciprocity of alien property rights must 
be applied wholeheartedly within the circle of sovereign states that are deter- 
mined to build up fuller international economic cooperation as well as inter- 
national amity and good will. 


CONFISCATION MARS EXCELLENT UNITED STATES RECORD 


Now the present policies as well as the historic record of the United States 
are in general very good indeed in relation to the fair and unimpaired protection 
and recognition of property rights once lawfully acquired and held by aliens in 
property located in our own country and subject to its legal iurisdiction. 
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But there is one serious exception in our otherwise excellent national record 
which is this very important instance of permanent confiscation of the private 
property of aliens, or even of our own citizens who can be stigmatized as alien 
enemies in the sense that they are residents or sojourners in an enemy state, 
even though this permanent confiscation goes very far indeed beyond the neces- 
sities of crippling the power of an actual belligerent enemy during and throughout 
the period of the genuine hostile militancy of that enemy state. 

Now it is just this inconsistency which mars our national record with re- 
gard to full and unreserved protection of foreign property rights; and this in- 
consistency correspondingly impairs and will impair our ability to insist, in the 
hoped-for world of peaceful negotiation, on the full and unreserved protection 
by all foreign countries of the vast and mutually beneficial investments and 
properties of our own citizens in foreign sovereign domains. 


HURTS UNITED STATES NAME AND HOLDINGS 


It is just not worthwhile for the United States to expose itself to the worldwide 
criticism that the United States, the leader of the Free World, ever permits 
permanent confiscation of foreign investments in our own country beyond the 
strict and timely needs of actual belligerency. 

In short, the restoration of German and Japanese confiscated properties at 
the present juncture will be the best possible measure for establishing the legal 
security of the investments of our own citizens in foreign countries all around 
the world for all of the expanding future. 

And it must be borne in mind that these American investments of abundant 
fresh, private capital are not merely potentially profitable to American in- 
vestors but are also the most important means available for the economic revival 
and development of underdeveloped countries all over the world that lack the 
liquid capital to get a real start on the great economic journey from feudalism, 
national poverty, and national inexperience in productive industry, toward the 
hoped-for new world of economic prosperity that will be the best guaranty of 
lasting international peace and vastly increased human happiness everywhere. 


CLASSICAL LEGAL DOCTRINE FAVORS RETURN 


Turning for a few moments to the other level available for our discussion, 
the level as to the basic issues of legal justice, I should like to make the point 
that the leading statesmen and jurists of our early history, without any im- 
portant exception, took the view that the rights of private property duly vested 
in enemy aliens, whether natural persons or corporations, should not be re- 
garded legally as having been permanently divested by physical seizure or by 
acts of attempted divestment by governmental authority. 

In the early stages, this view was influenced no doubt to some extent by con- 
siderations of high policy and statesmanship that seemed especially appro- 
priate after the separation of the North American States from the mother coun- 
try. But it was expressed by leading jurists and statesmen as being founded on 
principles of justice and international law. That view primarily gave rise to, 

rather than merely resulted from, the important specific treaty provisions in 
the Treaty of Peace of 1783 by which our national independence was acknowl- 


edged by Great Britain, and in the Jay Treaty of 1794 between the United States 
and Great Britain. 


SUPREME COURT OPINIONS QUOTED 


Thus on the general question of justice under international law, Mr. Justice 
Wilson of the United States Supreme Court stated in his opinion in the famous 
case of Ware v. Hylton (3 Dallas 199, at page 281) : 

“When the United States declared their independence, they were bound to 
receive the law of nations in its modern state of purity and refinement. By 
every nation, whatever its form of government, the confiscation of debts has 
long been considered disreputable, and we know that not a single confiscation 
of that kind stained the code of any of the European powers who were engaged 
in the war which our Revolution produced.” 

And speaking with reference to the rights of a British corporation to real 
estate in Vermont that had been subjected at a somewhat later period to con- 
fiscation by State statutes that were defended on the ground that the treaties of 
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1783 and 1794 between the United States and Great Britain had been annihilated 
by the War of 1812, Mr. Justice Story said judicially in a case mentioned earliet 
in this testimony (Society for the Propagation of the Gospel v. Wheeler, 22 
Federal Cases, p. 756) : 


CORPORATION AND INDIVIDUAL TREATED ALIKE 


“Nor is there in this respect any difference between a corporation and an indi 
vidual. And it would be highly injurious to humanity as well as to publi 
policy if institutions established in a foreign country, for religious, literary, or 
charitable purposes, might not during war obtain protection and patronage for 
their laudable exertions to soften private misery and diffuse private justice.” 

The Treaty of Peace between the United States of America and Great Britain 
adopted and ratified in 1783 contained the following oft-quoted provision : 

Article 1V. “It is agreed that creditors on either side shall meet with no 
lawful impediment to the recovery in sterling money of all bona fide debts 
heretofore contracted.” 

In commenting on this important provision, Mr. Justice Cushing, in his sep 
arate opinion in that same leading case hereinabove referred to, Ware v. iiylton 
(3 Dallas 199) says at page 282: 

“The article [IV] speaking of creditors and bona fide debts heretofore con 
tracted plainly contemplates debts as originally contracted and creditors and 
original debtors; removing out of the way all legal impediments so that a 
recovery might be had as if no such laws had particularly intervened. 

“The fourth article which is particularly and solely employed about debts 
makes provision according to the doctrine then held sacred by all the sovereigns 
of Europe * * *. 

“The treaty then as to the point in question is of equal force with the Constitu 
tion itself; and certainly with any law whatsoever. And the words ‘shall meet 
with no lawful impediment’ etc., are as strong as the wit of man could devise 
to avoid all effects of sequestration, confiscation, or any other obstacle thrown 
in the way by any law particularly pointed against the recovery of such debts.” 


BREACH OF PROPERTY, BREACH OF FAITH 


And then Justice Cushing, in his opinion in this same case, adds this signifi 
cant remark on the general juristic background (3 Dallas 164, p. 282): 

“What has some force to confirm this construction is the sense of all Europe 
that such debts could not be touched by states without a breach of public faith 
And for that and other reasons no doubt this provision was insisted upon in full 
latitude by the British negotiators. If the sense of the article be as stated, it 
obviates at once all the ingenious, metaphysical reasoning and refinement upon 
the words, debt, discharge, extinguishment and affords an answer to the decision 
made in the time of the interregnum that payment to the sequestrators was pay- 
ment to the creditor.” 


PRINCIPLES SURVIVE WARS 


A final point that I would like to draw to the attention of the committee is the 
doctrine unanimously maintained by the United States Supreme Court in our 
early history that rights of private property vested in enemy aliens and in cor- 
porations of enemy states, at least when coroborated by ancient appropriate 
treaties, could not be divested by a subsequent war and a new treaty that did 
not expressly refer to the relevant provisions of the old treaties. The occasion 
I have in mind was the legal problem presented to the United States Supreme 
Court as to whether the treaties of 1783 and 1794, which protected the antecedent 
titles of British loyalists and other British subjects to real estate throughout 
our country, were in legal effect abrogated by the War of 1812 and the subsequent 
Treaty of Ghent terminating that war. 

The leading case on this subject is the Society for the Propagation of the Gospel 
v. New Haven (8 Wheaton 463) decided in February 1823, in which the United 
States Supreme Court unanimously held that confiscatory State statutes and 
laws as to the real property antecedently held by British citizens or British cor- 
porations were legally void and inoperative. 
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OLD TREATIES OF FRIENDSHIP REVIVE WITH PEACE 


One phase of this legal controversy which concerns us particularly in the 
present inquiry was aptly stated by Mrs. Justice Washington who gave the 
unanimous opinion of the Court in the following language (8 Wheaton p. 422, 493, 
and following) : Bo 

“The last question respects the effect of the late war between Great Britain 
and the United States upon rights existing under the Treaty of Peace [of 1783). 
Under this head it is contended by the defendants’ counsel that although the 
plaintiffs were protected by the Treaty of Peace [1783], still the effect of the last 
war was to put an end to that treaty, and consequently to civil rights derived 
under it unless they had been revived and preserved by the Treaty of Ghent 

of 1815]. 

, “But we are not inclined to admit the doctrine urged at the bar that treaties 
become extinguished ipso facto by war between the two governments, unless 
they should be revived by an express or implied renewal on the return of 
peace * * * 

“There may be treaties of such nature as to their object and import as that war 
will put an end to them: but where treaties contemplate a permanent arrange- 
ment of territorial and other national rights, or which in their terms were meant 
to provide for the event of an intervening war, it would be against every principle 
to hold them extinguished by the event of war. If such were the case, even 
the Treaty of 1783 insofar as it fixed our limits and acknowledged our in- 
dependence would be gone, and we should have had to struggle again for both 
upon originial revolutionary principles. Such a construction was never asserted 
and would be so monstrous as to supersede all reason. We think, therefore, that 
treaties stipulating for permanent rights and general arrangements, and pro- 
fessing to aim at perpetuity and to deal with the case of war as well as of peace 
do not cease on the occurrence of war, but are at most only suspended while it 
lasts ; and, unless they are waived by the parties, or new and repugnant stipula- 
tions are made, they revive in their operation at the return of peace.” 


SMITH, SARGENT, DoMAN & GRANT, 


New York, N. Y., December 8, 1955. 
Hon. OLIN D. JoHNSTON, 


Chairman, Senate Judiciary Subcommittee 
on Trading With the Enemy Act, 
Washington, D. C. 


Dear SENATOR JOHNSTON: Pursuant to your authorization at the hearing on 
November 30, 1955, I respectfully submit this letter for consideration by the 
subcommittee in conection with S. 2227. 

S. 2227 provides for the payment of a sum not in excess of $10,000 when 
property was owned “immediately prior to its vesting in or transferred to the 
Alien Property Custodian or the Attorney General by a natural person.” As 
interpreted by Col. Dallas S. Townsend, Director of the Office of Alien Property, 
in his prepared statement, “The restriction of the return benefits of the bill” 
extends to natural persons. 

It appears that S. 2227, the administration bill, does not accomplish the pur- 
pose as stated by the Director of the Office of Alien Property. 

I represent Mr. and Mrs. Lewis de Georgey of California who have been 
severely persecuted by the Nazis in their native Hungary. The agencies of 
the United States Government with affirmative action recognized their status 
as persecutees and released their blocked property. The Georgeys left Hungary in 
or about 1948 and were admitted to this country as skilled agriculturists. They 
are now citizens of the United States. 

These persons were owners of $11,380.27, which was vested by Vesting Order 
No. 174. In order to operate in face of Nazi restrictions in Hungary, Mr. and 
Mrs. de Georgey had to do their business in the name of a Hungarian corpora- 
tion, known as Anker Metal Works & Foundry Co. This corporation was a 
family corporation owned 100 percent by the Georgey family. The money was 
not vested as property of the Anker Co. By the way, immediately after the 
war, when there was no further necessity for the Anker Co., the Georgeys pro- 
ceeded to liquidate it and by 1947 the company ceased to exist. 

The claim for the return of the $11,380.27 has not yet been allowed by the 
Office of Alien Property. When Congress amended in 1946 section 32 of the 
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Trading With the Enemy Act by adding section 32 (a) (2) (C) and (D), the 
amendments made certain persecuted individuals eligible for the return of their 
property but it did not specifically alter section 32 (a) (2) (B) which permits 
the return of so-called corporate property, only if such property was owned 
100 percent by American nationals. 

The Office of Alien Property has taken the position that subdivisions (C) and 
(D) did not impliedly expand the scope of subdivision (B) of section 32 (a) (2) 
and that American nationality relates to the time of vesting and not to current 
time. 

S. 2227, as now drafted, fails to provide for the return of the property of nat- 
ural persons, even though these natural persons have later become American 
citizens and were the alter ego of a former corporation which was the nominal 
owner of the vested property. As the bill now reads, it benefits non-resident 
aliens, nationals of former enemy countries, but not “United Nations nationals,” 
as this term is used for instance in paragraph 9 of article 78 of our peace treaty 
with Italy and in similar peace treaties. The cited provision in the peace treaties 
described “United Nations nationals” as “all individuals, corporations or asso- 
ciations which, under the laws in force * * * during the war, have been treated 
as enemy.” The Georgeys were treated as enemy by the Government of Hungary. 

The language “owned immediately prior to its vesting in * * * by a natural 
person,” should be clarified to avoid glaring inequities. Clarification would elimi- 
nate complicated litigation. A recent illustration of this is the case of Kaufman 
vy. Societe Internationale, 343 U.S. 156 (1952). 

The “corporate veil” was rent when the Supreme Court construed the Trading 
With the Enemy Act to authorize the seizure of property from a nonenemy cor- 
poration if the shares were enemy held. If the “corporate evil” is pierced to 
permit seizure it should also permit the return of the vested property to the 
real owners. 

The individual and the corporation, if it is the alter ego of the individual, are 
“considered as identical whenever justice or public policy demand it” Roomberg 
v. United States, 40 F. Supp. 621. Not only the courts, but even the Department 
of Justice, have always looked behind “the facts beneath forms.” United States 
Grain Corp. v. Philips, 261 U. 8. 106: Taylor v. Standard Gas Elec. Co., 306 U.S. 
307, 322. The Supreme Court said in the latter case “the doctrine of corporate 
entity, recognized generally and for most purposes, will not be regarded when 
so to do would work fraud or injustice.” Justice and equity require that natural 
persons in the position of the American citizens discussed in this letter should 
be in no worse position than nonresident aliens who were enemies at the time 
of war. For this reason the following amendment is respectfully suggested : 

On page 4, line 6, after the words “natural person” insert: “or a corporation no 
longer in existence at the time of the enactment of this Act, provided the former 
corporation was owned 100 percent at the time of its dissolution by persons 
eligible for return of property, pursuant to section 32 of the Trading With the 
Enemy Act.” 

Respectfully yours, 
NICHOLAS R. DoMAN. 


INTERNATIONAL CHEMICAL WORKERS UNION, 
Binghamton, N. Y., November 25, 1955. 
Hon. Ourn D. JoHNsSTON, 
Subcommittee on Trading With the Enemy Act, 
United States Senate, Washington, D.C. 


Dear Str: Local No. 306, International Chemical Workers’ Union, A. F. of L., 
representing over 2,000 workers in Ansco, a division of General Aniline & Film 
Corp., wishes to state its position in relation to the disposition of General Aniline 
& Film Corp. 

We are definitely opposed to any sponsored bill, either in the Senate or House 
of Representatives, which would return General Aniline & Film to any alien 
interest. 

We are definitely in favor of any measure, either in the Senate or House of 
Representatives, that would provide for the prompt and direct return of General 
Aniline & Film to private American ownership. 

On behalf of our people, we ask that you do everything you can to bring about 
a final settlement in favor of American interests as soon as possible. 

Respectfully yours, 
DoNALD Drummer, President, Local No. 306. 
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STATEMENT SUBMITTED BY THE Far East Group, INc. 


Mr. Chairman, my name is Myron Wiener. I am a lawyer with offices at 917 
15th Street NW., Washington, D. C. I have a considerable personal interest in 
the matter under discussion. I lived and practiced law in the Orient for many 
years prior to the war and have sustained personal losses ; I have personal knowl- 
edge of the circumstances in connection with the losses there of many other 
American individuals, business firms, charitable organizations, and missionary 
groups who for many years have exerted noteworthy efforts to foster and promote 
free and competitive enterprise and the democratic way of life in those foreign 
lands. From 1950 through 1953 I was a Commissioner of the United States War 
Claims Commission which adjudicated certain categories of war claims and 
which, after long study, submitted to the Congress its report on War Claims 
Arising out of World War II (H. Doc. 67, 83d Cong., Ist sess.). I am counsel 
for the Far East Group, Inc., whose chairman, Col. Richard T. McDonnell 
(retired) appears with me, before you, at this time. 

Colonel McDonnell is a long-time prewar resident of China having originally 
been sent there with the 15th Infantry, after which he became a leading partner 
in an American engineering firm in China, and an American member of the munic- 
ipal council of the International Settlement at Shanghai. During the war he re- 
entered the Army, served with distinction in many posts, and was aide to Gen. 
Omar Bradley, with rank of colonel. He currently resides in Washington, D. C. 

We are appearing here today in behalf of the Far East Group, Inc., a non- 
profit corporation consisting of American citizens having war claims against 
Japan. Our group is interested in title II of S. 2227, which provides for the pay- 
ment of certain categories of war claims against Germany. We believe there is 
no justification for the exclusion of American nationals with claims against Japan 
from the benefits intended to be authorized by that title and we urge that the 
bill be amended to provide equal treatment for such nationals. 

In the Japanese Peace Treaty, which was negotiated on our behalf by the 
present Secretary of State, the United States relinquished the claims of its 
nationals for compensation from Japan for the losses they suffered outside of 
that country as a result of military action by Japan. We have no quarrel with 
that action insofar as it was taken in the interest of the foreign policy of the 
United States. But we agree with the view expressed by this committee that 
when the United States waives claims of its nationals it thereby assumes the 
responsibility of paying such claims itself. 

The effect of the waiver by our Government of American war claims against 
Japan was before this committee in the second session of the 83d Congress during 
its consideration of legislation to compensate American nationals for the losses 
they suffered in the Philippines as a result of the confiscation of their bank 
deposits and other credits by the Japanese occupation authorities. In favorably 
reporting S. 3305, which was subsequently enacted as Public Law 744 of the 83d 
Congress, your committee stated : 

“As a result of the waiver of these claims by the Japanese Peace Treaty, the 
committee believes that a legal obligation arose on the part of the United States 
to compensate the claimants in full. The waiver of the claims was in legal effect 
a ‘taking’ of the property of claimants, and the United States became liable to pay 
just compensation (see Cushing, Administrator, v. United States, 22 Ct. Cls. 1; 
The Schooner Betsey, 44 Ct. Cls. 512). In addition to this legal obligation there 
is a strong moral obligation to pay the claims.” 

The entire subject of war claims arising out of World War II was analyzed 
and discussed in detail in the supplementary report of the War Claims Commis- 
sion, which was submitted to the Congress on January 16, 1953. In that report, 
the Commission recommended that the United States provide compensation 
to American claimants who have unsatisfied war claims against Germany and 
Japan. The reasons for this recommendation are set forth in the report and I 
will not take the time to repeat them here. Suffice it to say that the Far East 
Group endorses the recommendation. 

Title II of S. 2227 in effect also endorses the recommendation of the War Claims 
Commission by adopting its proposal with respect to war damage claims against 
Germany. It is in accord with the policy followed by Congress since the end of 
World War II in providing compensation for claims against our other enemies 
of that war. During the last session, Congress enacted Public Law 285, author- 
izing payment of war damage claims against the satellite countries of Hungary, 
Bulgaria, and Rumania. That legislation also authorized payment of certain 
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aims against Italy which had not been covered by the provisions of the Italian 
Peace Treaty. If S. 2227 is enacted in its present form, the only American 
nationals whose war damage claims will not have been provided for will be those 
vith claims against Japan—a clear discrimination against that important group 
of United States citizens who before the war lived or had business interests in 
the Far East. 

With the chairman's permission, I should like to submit at this time a group 
of amendments to title II designed to remove this discrimination by making 
victims of the war with Japan eligible to receive the benefits of that title We 
have attempted to follow the language of the present bill as closely as possible, 
making only such changes as are necessary to remove the discriminatory features 
of S. 2227 and to conform with the facts of the conflict in the Far Bast 

We have proposed that the name of the fund out of which the war damage 
claims are to be paid be changed to the “German and Japanese Claims Fund” 
and that the amount of money covered into the fund be raised from $100 million to 
$200 millin to take care of the claims against Japan. Our suggested amendment 
also makes available for this purpose the moneys to be received from Japan under 
the agreement now being negotiated with that country for the settlement of the 
claim of the United States for postwar economic assistance to Japan. 


AMENDMENTS TO TITLE II OF S. 2227 PROPOSED BY FAR EAST GROUP, INC, 


Amendment No. 1 


The designation of this title on line 4, page 21, of the bill shall be changed to 
“German and Japanese Claims Fund.” 


imendment No. 2 


Sections 201, 202, and 203, beginning with line 5, page 21, and ending with 
line 7, page 26, of the bill, shall be changed to read as follows: 

“SeEc. 201. As used in this title the term or terms 

“(a) ‘Albania’, ‘Austria’, ‘Czechoslovakia’, ‘Germany’, ‘Greece’, ‘Poland’, ‘Yugo- 
slavia’, and ‘Japan’ when used in their respective geographical senses, mean the 
territorial limits of each such country in [continental] Europe or Asia as such 
limits existed on December 1, 1937. 

“(b) ‘Japanese occupied territory’ means any territory occupied by the mili- 
tary or naval forces of Japan. 

“(¢) [b] ‘Commission’ means the Foreign Claims Settlement Commission of 
the United States, established pursuant to Reorganization Plan No. 1 of 1954 
(68 Stat. 1279). 

“(d) [e] The term ‘national of the United States’ includes (1) persons who 
are citizens of the United States and (2) persons who, though not citizens of the 
United States, owe permanent allegiance to the United States. It does not 
include aliens. 

“Sec. 202. (a) There is hereby created in the Treasury of the United States 
a fund to be known as the German and Japanese Claims Fund. The Secretary 
of the Treasury is authorized and directed to cover into this fund [[$100,000,000] 
$200,000,000 from any payments, which, after the enactment of this title, are 
received by the United States through the Export-Import Bank of Washington, 
or otherwise, from the Federal Republic of Germany under article I of the 
Agreement Between the United States of America and the Federal Republic of 
Germany Regarding the Settlement of the Claim of the United States of America 
for Postwar Economic Assistance (other than Surplus Property) to Germany, 
dated February 27, 1953, or from Japan under any similar agreement entered 
into with such country. Subject to the deduction authorized by subsection “b” 
of this section one-half of the moneys covered into this fund shall be used to 
pay awards authorized by section 203 which arose as a consequence of military 
action by Germany and the other one-half of the moneys covered into such fund 
shall be used to pay awards authorized by section 203 which arose as a conse- 
quence of military action by Japan. 

“(b) There shall be deducted from the German and Japanese claims fund 5 
per centum thereof as reimbursement to the Government of the United States for 
the expenses incurred by the Commission and the Treasury Department in the 
administration of this title. All amounts so deducted shall be covered into the 
‘Treasury to the credit of miscellaneous receipts. 

“Sec. 203. The Commission is authorized and directed to receive and to deter- 
mine according to the provisions of this title the validity and principal amount 
of claims for: 
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“(a) Physical damage to, or physical loss or destruction of property located 
in Albania, Austria, Czechoslovakia, Germany, Greece, Poland or Yugoslavia 
which occurred during the period beginning September 1, 1939, and ending 
May 8, 1945, or of property located in Japan or Japanese occupied territory 
during the period beginning July 7, 1937, and ending September 2, 1945, as a 
direct consequence of military operations of war, or of special measures directed 
against property during the war because of the enemy or alleged enemy char- 
acter of the owner, which property was owned, directly or indirectly, by the 
claimant at the time of such loss, damage, or destruction. The sale, transfer, or 
assignment of such property subsequent to such damage, loss, or destruction 
shall not operate to extinguish any claim of the transferor otherwise compensable 
under this subsection. If a claim otherwise compensable under this subsection 
has been assigned for value the assignee shall be the party entitled to file a 
claim under this subsection. 

“(b) Damage to, or loss or destruction, of, ships or ship cargoes directly or 
indirectly owned by the claimant at the time such damage, loss, or destruction 
occurred, which was a direct consequence of military action by Germany during 
the period beginning September 1, 1939, and ending May 8, 1945, or of military 
action by Japan during the period beginning July 7, 1937, and ending September 
2, 1945. The sale, transfer, or assignment of such ships or ship cargoes sub- 
sequent to such damage, loss, or destruction, shall not operate to extinguish 
any claim otherwise compensable under this subsection. If a claim otherwise 
compensable under this subsection has been assigned the assignee shall be the 
party entitled to file a claim under this subsection. No award shall be made 
under this subsection in favor of any insurer, or reinsurer as assignee or other- 
wise as successor in interest to the right of the insured. 

“(c) Net losses by insurance companies under war-risk insurance or reinsur- 
ance policies or contracts, incurred in the settlement of claims for insured 
losses of ships or ship cargoes, owned, (1) by natural persons who were nationals 
of the United States at the time of the loss, damage, or destruction of such ships 
or ship cargoes and at the time of the settlement of such claims, or (2) by cor- 
porations, partnerships, associations, unincorporated bodies or other entities 
in which at least 50 percentum of the outstanding capital stock or other proprie- 
tary interest therein was beneficially owned, directly or indirectly, by nationals 
of the United States at the time of such loss, damage, or destruction and at the 
time of the settlement of such claims, which insured losses were a direct con- 
sequence of military action by Germany during the period beginning September 
1, 1939, and ending May 8, 1945, or of military action by Japan during the period 
beginning July 7, 19387, and ending September 2, 1945. Such net losses shall 
be determined by deducting from the aggregate of all payments made in the set- 
tlement of such insured losses the aggregate of all amounts received by any 
such insurance companies on all policies or contracts under which the insured 
was a national of the United States or, in the case of an insured corporation, 
partnership, association, unincorporated body or other entity, at least 50 per- 
centum of the outstanding capital stock or other proprietary interest therein 
was beneficially owned, directly or indirectly, by nationals of the United States. 

“(d) Loss or damage on account of the death or injury of any person who, 
being then a civilian national of the United States and a passenger on any vessel 
engaged in commerce on the high seas, was injured or killed as a result of 
military action by Germany during the period beginning September 1, 1939, and 
ending December 11, 1941, or of military action by Japan during the period 
beginning July 7, 19387, and ending December 11, 1941, or for the loss of, or 
damage to the property of any civilian national of the United States, passenger 
on such vessel, during such period, resulting as a direct consequence of such 
action. Awards under this subsection on account of the death or disability 
of any one person shall not exceed $7,500. An award on account of the death 
of any such person shall be made only to or for the benefit of the following 
persons: 

(1) Widow or husband if there is no child or children of the deceased ; 

**(2) Widow or husband and child or children of the deceased, one half to the 
widow or husband and the other half to the child or children of the deceased 
in equal shares ; 

“(3) Child or children of the deceased (in equal shares) if there is no widow 
or husband ; and 

“(4) Parents (in equal shares) if there is no widow, husband, or child. 

An award on account of disability shall be made only to the persons so disabled, 








RETURN OF CONFISCATED PROPERTY 595 


or, in the event of his death at any time prior to the making of the award, to 
the persons specified in paragraphs (1) through (4) of this subsection in the order 
so specified. 

“Le) Losses resulting from the removal of industrial or other capital equip- 
ment in Germany owned directly or indirectly by the claimant on May 8, 1945, 
and removed for the purpose of reparations including loses from any destruction 
of property in connection with such removal. If a claim which could other- 
wise be allowed under this subsection has been assigned for value, the assignee 
shall be the party entitled to claim hereunder. 


Amendment No. 3 


Section 210 shall be amended by the insertion of the words “and Japanese” 
following the word “German” at the end of line 1 on page 30 of the bill. 


COMMITTEE FOR RETURN OF 
CONFISCATED GERMAN AND JAPANESE PROPERTY, 
Washington D. C., December 8, 1955. 
Senator OLin D. JOHNSTON, 
Chairman, Trading With the Enemy Act, 
Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 


DeAR SENATOR JOHNSTON: There has been some discussion during the 2 days 
of hearings on what the Germans really think about the proposed $10,000 return. 

A survey of the German press which I have made might bring some light from 
a firsthand source on this question. 

This survey reveals that public opinion seems to overwhelmingly regard the 
$10,000 return as unsatisfactory on grounds of inadequacy. 

Here are the clippings: 

OPPORTUNITY MISSED 


“There is no doubt that an opportunity to strengthen the principles of justice 
within the Western World has been missed. * * * This is equivalent to dis- 
posing of an important legal question by putting all the claimants on public 
welfare.”—Handelsblatt, Deutsche Wirtschaftszeitung, Dusseldorf, March 9. 


COSTLY SERENADE 


“The military ceremonies at Arlington National Cemetery at which Dr. Ade- 
nauer was present last year, and during which Deutschland tiber Alles was 
played, so thoroughly convinced Dr. Adenauer of America’s good will that no 
further evidence since then has been necessary. 

“The ceremony at Arlington has brought its rewards to the Americans, but 
it is being paid for dearly by the Germans. 

“America, it is true, may be fond of its new ally with whom it will shoulder 
to shoulder defend the foundations of Western civilization. But it is not fond 
enough of them to return to them all their property. 

“Perhaps it is after all asking too much of a victorious nation to return its 
war booty to the conquered without their being compelled to do so by political 
necessity.’”—Der Spiegel, Hamburg, March 9. 


INEXPLICABLE, SAYS PAPER 


“Germans cannot understand today why German property should still be 
treated as ‘enemy’ property by the Americans since Germany and the United 
States have undertaken solemn political and military pledges of alliance to one 
another * * *. We hope at any rate that the opinion of those American Senators 
a advocate a full return will prevail.”—Siiddeutsche Zeitung, Munich, 
March 6. 


UNWORTHY OF AMERICA 


“This ‘small solution’ is inconsistent with the general international political 
situation and entirely out of keeping with America’s usual generosity. * * * 

“We will have to consider this as a temporary solution because it gives us only 
the least of what we could expect. It corresponds exactly to the previous sug- 
gestion of those circles in America which are opposed to return.”—Die Welt, 
March 5. 
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FAIRNESS NOT NATIONALIST 


“Now that Germany is joined in partnership with the other Western nations 
through ratification of the Paris pacts, Germany's desire for a fair and complete 
return of her assets should not be scorned as an unworthy or merely nationalisti: 
sentiment * * *. As news of the ‘$10,000 solution’ reached Germany, stock of 
the Schering Drug Co. dropped 20 percent on the German stock market. Corre- 
sponding drops would not be surprising in the stock values of similarly affected 
firms.’—Berliner Morgenpost, West Berlin, March 5. 


VICTORS HAVE LONG MEMORIES 


“Results of the Washington talks can be considered both a success and a failure 
Those who believe that victor nations are less inclined to forget than the conquered 
will be more impressed by the agreed upon $10,000 release than they should be. 
On the other hand, those who had high hopes of a full release as a sort of 
‘reward’ for the ratification of the Paris Pact are bound to be disappointed. 

“* * * Statesmen are trying to develop a satisfactory cooperation between 
Germany and America, but it is apparent that, as far as the United States is 
concerned, the past has not yet been forgotten.”—Telegraf, West Berlin, March 5 





SOCIOLOGY, NOT JUSTICE 


“Authoritative circles in Bonn view the $10,000 solution as being guided by 
sociological considerations rather than as an act of justice —Industriekurier, 
Dusseldorf, March 5, 


“HANGING” THE BIG FELLOWS 


“The frequent, although not entirely praiseworthy, custom of hanging the little 
fellow and letting the big ones get away, has been applied in reverse in the 
$10,000 solution. This solution accordingly has nothing to do with justice, because 
justice must be equally dispensed * * *, 

“Even though we stress the moral principle involved, it has turned out to be 
most unfortunate timing that the Washington decision should follow almost 
immediately after the Bonn Parliament approved the treaties with the West. 
One can’t help supposing that the announcement of this unsatisfactory solution 
was withheld until Bonn had signed up.”—Kiirier, Berlin, March 4. 


AFTER 10 YEARS 


“It is rather painful to learn that America, even 10 years after the war, is 
not yet ready, through complete return, to restore to its primacy the sanctity of 
private property.”—Tagesspiegel, West Berlin, March 5. 


FACING THE QUESTION 


“The large amount of property not to be returned under the Washington 
agreement makes us hope that new conversations will be possible later on, be- 
cause at least the basic decision to deal with the question of return at all is now 
being faced.”—Frankfiirter Neue Presse, Frankfurt a. M., March 5. 


DEFLATES “TREATY”? ARGUMENT 


“In view of the fact that much of the liquidated values have been already 
spent, in view of the stubborn opposition inside certain Washington departments, 
and in spite of negative intervention by America’s Western European allies, the 
Americans have finally abandoned the standpoint that a return is impossible 
because of American law and international treaties. This situation, compared 
with 1953-54, shows great progress.”—Siiddeutsche Zeitung, Munich, March 8. 





PFLEIDERER, ABS, AND GRUENTHER 


Several of the German newspapers in expressing their feelings about the $10,000 
return quoted a statement made in the Bundestag by Dr. Karl Georg Pfleiderer 
several weeks earlier. Dr. Pfleiderer is a member of the Bundestag Committee on 
Foreign Affairs. 

Pfleiderer had said: 

“One should not talk to us about giving back thousands of dollars in order to 
Justice and injustice do not depend on the 


hold on to hundreds of thousands. 
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number of digits in a given figure, but rather on the eternal principles which 
govern relationships between man and man and government and government 

“The situation is more serious here in Germany than people in America realize 
If Mr. Abs does not win a satisfactory solution on his trip te Washington, Genera) 
Gruenther loses a battle.”’"—Tagesspiegel, Berlin, March 4; and Der Tag, Berlin, 
March 5. 

I would appreciate it if you could include this material as part of the printed 
record of the hearings. 

test Wishes 

Sincerely yours, 
JAMES FINUCANE, 
Ezecutive Secretary 





WHITeFrorD, Harr, Carmopy & WILSON, 
Washington, D. C., May 4, 1956 
Hon, OLIN D. JOHNSTOR, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Committee on the Judiciary, 
United States Senate, Washington, D.C 


Dear SENATOR JOHNSTON: Obviously waiting until the last moment in order 
to avoid, if possible, any rebuttal, Mr. Townsend, Director of the Office of Alien 
Property (QAP), submitted to your subcommittee on April 30, 1956, a 35-page 
memorandum, accompanied by a series of attachments. In his letter of trans 
mittal to you, Mr. Townsend states that he feels “obligated to correct certain 
misstatements which might otherwise mislead the committee.” He refers to 
“Extensive statements [which] were made to this committee, at its hearings 
on November 29-30, 1955, on behalf of Interhandel by two of its counsel [Gen 
William J. Donovan and the writer of this letter], and by its managing director” 
{Mr. Walter Germann]. 

The motive of the Office of Alien Property in submitting the above-described 
documents 5 months after the November hearings and on the eve of the record 
“going to press” is plainly to smear our client, the Swiss investment corporation 
known as Interhandel. Instead of accomplishing its high-sounding objective, 
the OAP is guilty of presenting to your subcommittee a tissue of half-truths, 
innuendoes, insinuations, and gross misrepresentations. 

It seems extremely unfair that, having so far prevented our client from 
obtaining a trial in the American courts upon the merits of its action for the 
return of its vested property, the Office of Alien Property now undertakes to 
try the case unilaterally before a committee of Congress. Your subcommittee 
is told that the OAP memorandum is a statement of its “views,” “taken from 
material of record in the court proceeding.” It will be remembered that the 
OAP is not acting as a factfinding body of Government whose report and 
judgment are entitled to great weight; it is merely functioning as an advocate 
in a lawsuit whose arguments are entitled to no more consideration than those 
of opposing counsel, and, indeed, much less if it happens, as the writer of this 
letter submits, that a distorted and unfair version has been given to your sub 
committee. If the OAP means to represent that all that is in the memorandum 
has been proved in the court proceeding, such is not the truth. I say to you 
with deliberation that the phrase “taken from material of record in the court 
proceeding” is misleading since it implies, contrary to the fact, that “material 
of record” is evidence proved in the case. 

It is impossible, in the limited time available, to answer all of the statements 
made in the OAP memorandum. Therefore, we shall select a few of the items 
which give your subcommittee an inaccurate, unfair, prejudiced and frequently 
false impression. Our failure to respond to a statement of the OAP should not 
be taken as an admission of its accuracy. In the fallowing comments we shal! 
refer to the headings mentioned in the OAP memorandum. 

Under the heading “Statement of the Case” (pp. 1-4), we wish to comment 
upon several items, as follows: 

(1) Nowhere does the OAP let your subcommittee know that Interhandel’s 
failure to produce the Sturzenegger PBank’s records was due to no fault on the 
part of either Interhandel or the bank. The fact is that the Swiss Government 
prevented production because of the application to the situation of its secrecy 
laws. The district court fully recognized this and exonerated Interhandel from 
any blame; yet the court dismissed the action with prejudice and deprived 
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Interhandel of a trial on the merits of its claim to recover property valued in 
excess of $100 million. 

(2) The OAP refers to the Swiss Compensation Office investigation of Inter. 
handel and to the three reports issued by that agency. General Donovan's 
brief, heretofore submitted to the subcommittee, explains the functions of the 
Swiss Compensation Office under the Washington accord. That Office—some- 
times called the SCO—made two thorough investigations into the charge of 
emissaries of the American Government that Chemie was German and German 
controlled. The SCO confirmed the Swiss character of Chemie in the three 
reports which were submitted to the representatives of the American Govern- 
ment and refutation was invited, but was not forthcoming. Those reports were 
affirmed by the Authority of Review, and virtually everything now relied upon 
by the OAP in its memorandum to your subcommittee was investigated by the 
SCO and dealt with. Those reports encompass about 120 printed pages, and 
the temptation is strong to attach them to this letter, but the writer fears that 
that would be an imposition. If any member of your subcommittee or of its 
staff desires to inspect these reports, we shall be glad to make them available. 

Buried in the last chapter of its memorandum (p. 31) is mention of the fact— 
quite indirect—that the Authority of Review declared Chemie—Interhandel—to 
be Swiss and not German. It is interesting to note how the OAP skirts around 
this important fact and avoids mentioning it when it refers to the SCO reports 
on page 2 of its memorandum. Indeed, the uninitiated reader might even get 
the impression from reading the second paragraph on page 2 of the OAP memo- 
randum that the reports were unfavorable to Chemie. This, of course, is not 
the fact. 

(3) The reference to the alleged failure—called suppression—of Interhandel 
to produce nearly 10,000 of its own documents is misleading. About 5,000 of 
such documents were second and third carbons of papers already produced: 
additional ones were actually ‘“found’’—it must be remembered that in a pro- 
duction of vast quantities there are bound to be some oversights; and the 
balance were under contest upon the ground that they were privileged docu- 
ments. 

It should be pointed out that when Interhandel inspected the OAP’s docu- 
ments, about 5,000 had been withheld by the OAP upon the ground that they 
were privileged, and Interhandel had a motion pending at the time of its dis- 
missal questioning this situation. 

(4) The charge that Interhandel did not produce its true books of account 
is not correct. The produced books were its true ones; were the ones called for 
by the district court’s discovery order; and the OAP was unable to show that 
there was a single false item in any of them. 

In the OAP memorandum, under the heading “The Facts of the Case” (p. 4), 
the first subject discussed (pp. 5-7) is entitled “Background—World War I— 
1929.” Much stated therein by the OAP comprise its own arguments and con- 
clusions—not established facts. 

Iiowever, it is readily admitted by our client that Farben caused the estab- 
lishment in America in 1928-29 of the company which eventually became Gen- 
eral Aniline & Film Corp.; and that people close to Farben had an important 
part in the establishment of Interhandel in Switzerland at about the same time. 
But, our client strongly maintains that it is the owner in its own right of the 
General Aniline stock; and that before Pearl Harbor German influence in its 
own corporation had been eliminated as the result of a program to do so which 
had been instituted in the midthirties. 

The second subheading in the OAP memorandum (p. 8) is entitled “1928~- 
1929—Creation of AIG (GAF) and I, G. Chemie.” Under subdivision A re- 
garding I. G. Chemie, two attempts are pretended to be made to refute state- 
ments of Mr. Germann and his counsel to the subcommittee last fall. They are 
as follows: 

(1) At the top of page 9, the OAP states that “Chemie has made the conten- 
tion to this committee that its board of directors ‘has always been predomi- 
nantly Swiss,’ ’’ and then proceeds to state “The facts, however, are as follows.” 
That which follows—interspersed with unsupported statements '—is a reference 
only to three Germans being on the Chemie board. The OAP did not refute— 


and cannot refute—Mr. Germann’s statement that the Chemie board has always 
been predominantly Swiss. 


1E. g., it is untrue (p. 9) that Schmitz’ retirement ‘was arranged as part of a cloaking 


scheme”; or that Farben “placed” Roesch in the allegedly “important position on the 
Chemie board in 1931.” 
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({t Chemie’s inception, in 1928, there was a 3-man board, consisting of 2 Swiss 


nd 1 German: from 1929 to 1935, there was a (-man board, consisting of 4 
swiss and 2 Germans: from 1936 to 1939, there was a 7-man board, consisting o 
i Swiss and 3 Germans: in 1{40, a 6man board, 2 members being German; fron 
“41 to 1944, a 5-man board, 1 being German; and from 1145 on to this date, no 
German bas been a board member 

”) The second gesture at refutation appears on page 11, where the OAP 


states: “Chemie has contended to this Committee that it ‘is and always has 


been a Swiss corporation chiefly dominated by Swiss and American stock- 
olders.’ ” 

in order to dispute this, the OAP must resort to their wornout phrase that 
the Basle Circle is not genuinely Swiss This is vigorously contested by Inter 
handel. The chart attached to the OAP memorandum is not as complex as it is 
irged to be. There is a simple key to it which the OAP avoids mentioning 
to the subcommittee; namely, that all 11 individuals who are the stockholders 
are genuine Swiss citizens. Moreover, the cross-options, et cetera, deemed so 
sinister by the OAP, were for the purpose of warding off German infiltration 
ind influence, the very opposite of that which the OAP contends. 

In discussing the creation of General Aniline (p. 12), an attempt is made, 
beginnin’ on page 13, to refute the following: “Chemie has stated to this Com 
mittee that it has owned more than 90 percent of the stock of GAF since the 
latter company was founded and that it paid the equivalent of more than 50 
million dollars for the assets.” 

As to the ownership, most of the A shares of GAF were registered in the 
name of Chemie or its wholly owned subsidiary, Osman A. G. The B shares 
were held by various Dutch and Swiss companies as nominees for Interhandel 
“The exact chain of title to the shares” is now known to the OAP; it is mis- 
leading to state (p. 14) that it “will be known only if and when Chemie complies 
with the order of the district court.” 

As to payment of a $50 million equivalent for the GAF shares, the OAP states 
that “the record shows to the contrary.” The 20 lines that follow that state- 
ment in the OAP memorandum (p. 14) are hardly a fraction of the full explana- 
tion of the purchase and sale transactions. Suffice it to say in the limited time 
and space available, our client reaffirms Mr. Germann’s statement and disputes 
the abbreviated retort of the OAP. 

The third heading in the OAP memorandum (p. 15) understakes to describe 
Farben’s relationship with “Chemie/Greutert” and GAF. 

If the reader will stop to realize that Chemie “was only an investor” in GAP, 
as conceded by the OAP on page 15 of its memorandum, and that GAF was the 
user of Farben’s patents—see footnote 9 on page 17, OAP memo—much of that 
which the OAP insinuates to be sinister can be understood without having to 
indulge in wicked connotations. 

This subchapter also implies Chemie’s responsibility for everything done by 
the Greutert/Sturzenegger Bank because “Chemie was a silent partner in 
Greutert/Sturzenegger” (p. 15). 

The interest of Chemie in the Greutert/Sturzenegger Bank was more akin to 
that of an investor than that of a partner. In any event, Chemie’s position 
and rights were set forth in definitive agreements which have been made availa 
ble to the OAP, and it is clear beyond question that Chemie had few and limited 
prerogatives. 

The fourth chapter of the OAP memo (pp. 18-27) is an assault upon the 
bona fides of the cancellation of the well-known dividend guaranty-option agree 
ment between Farben and Interhandel. This, too, is vigorously disputed by our 
client, as well as the claim of the OAP that the cancellation was “merely a cloak 
ing device.” 

sefore answering head-on these absurd contentions of the OAP, it should 
be pointed out, in reading this chapter in the OAP memo, that it is the Swiss 
point of view, and not that of the Germans, that is important. The Swiss had 
nothing to do with what the Germans wrote upon the subject to their own 
Government, nor what their motives and considerations were:* and the then 


2In the third SCO report. the following is stated : 

“In judeing documents referring to the period after June 29, 1940, a distinction must 
also be made as to whether they are documents originating from the I. G. Chemie or whether 
thev are documents originating from the I. G. Farben. particularly memoranda: for 
petitions of the I. G. Farben to German authorities, in which certain assertions are made 
or a certain tendency is pursued, cannot in themselves be blamed on the I, G. Chemis nless 
these petitions had first been submitted for perusal to the I. G. Chemie by the LG 
Farben.” 


77583—56 —39 
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German-style of closing a communication to their Government—see page 25— 
is reproduced by the OAP only for the purpose of smearing our client before 
your subcommittee as it has previously attempted to do—and we fear success- 
fully—before the American courts. 

We repeat here that it has been the consistent position of our client that the 
agreement in question was irretrievably canceled in June 1940, as the result 
of a succession of efforts which began in the mid-thirties; that a valuable and 
effective consideration supports the cancellation: and that the OAP has not 
a scintilla of evidence which, from the Swiss standpoint, casts a doubt upon the 
finality of the cancellation. 

The agreement in question, always known to the public, had two purposes. 
Farben guaranteed to Chemie’s stockholders the same rate of dividend paid by 
it to its own stockholders; and, in consideration therefor, Farben had an option 
to purchase Chemie’s investments at their book value. 

Only once, in the first year of its existence, did Chemie call upon Farben 
to supplement its own dividend. On the other hand, the economic and political 
difficulties in Germany, beginning in the early thirties, made it apparent as the 
years went by that Farben could not muster the “hard currency” required to 
exercise its option; indeed, there was considerable doubt of its ability to meet 
its dividend-guaranty with Swiss frances, should the occasion arise. To any- 
one having a knowledge of these facts the reference, by the OAP in footnote 13 
on page 19 of its memorandum, to Farben’s “valuable right,” is absurd. More- 
over, getting itself out of a bargain that it might be incapable of performing was 
surely a “specific consideration” to Farben, contrary to the OAP’s assertion in 
the same footnote. 

Consequently, the unquestionably authentic minutes of meetings of Chemie’s 
board reflect an agitation on the part of the Swiss, beginning several years before 
1939, to eradicate a useless and ineffective agreement. It was naturally deemed 
wise by the Swiss for a variety of reasons—including purely personal ones— 
to reduce and eliminate the influence of the Germans in the corporation. The 
action of the parties in September 1939, in changing the option to a right of first 
refusal was merely a partial realization—in the face of war—of a definite plan 
of several years standing on the part of the Swiss. Obviously, the Swiss were 
not going to be content with even this remaining cloud upon the free disposal 
of their assets, and the full cancellation the following June was to be expected, 
if the Swiss were to have their way in the matter. 

The fifth heading, “Other Cloakings by Chemie-Greutert Sturzenegger for 
Farben”, is a hodgepodge of transactions which is designed by the OAP to make 
Chemie synonymous with others. 

Let us pick out the ones related only to Chemie, namely, Parta, Winnica, 
Deutche-Laenderbank, and Norsk Hydro. We reaffirm the contention attributed 
to Chemie on page 27 of the OAP memorandum, that its activities were nothing 
but ordinary business transactions of a neutral company; merely protecting 
preserving, or liquidating an investment. 

We take issue with the OAP’s description of the two Parta transactions appear- 
ing on page 28. The versions are shockingly incomplete and distorted. 

The Winnica case did not even remotely involve cloaking. Here was another 
instance of an investment by Chemie. After the purchase by Farben in 1943, 
it sought then to have Chemie act as continued owner of the shares, but Chemie 
declined to do so. This fact is well known to the OAP, but it has not seen fit 
to mention it to your subcommittee. 

It is ridiculous for the OAP to suggest that Deutche-Laenderbank involves 
cloaking. Chemie’s ownership of about 64 percent of the stock of this bank has 
been recognized by the military government, and the bank has been reopened 
with Chemie as the principal stockholder. This is a fine example of gross mis- 
representation on the part of the OAP. Does anyone think that if this was Far- 
ben’s property, it would have been released to Interhandel by the Allied military 
governments in Germany? 

In the Norsk Hydro transaction, Chemie was merely preserving the ratio of 
its investment in the increased capitalization. Chemie used no free currency ; 
it borrowed blocked kroner in Norway pursuant to German permit. 

But two things are omitted hy the OAP in bringing this matter to the 
attention of the subcommittee. One is that Norway’s alien property custodian 
has recognized Chemie’s effective ownership of Norsk Hydro shares, and in no 
way can this be considered as cloaking; and the other is that before Chemie 
exercised its preemptive right which expired on October 30, 1941, it songht in 
vain to obtain from the American consul in Basel the approval or reaction of 
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the American Government to its entering into the transaction. Only when the 
last day arrived and the American consul was unable to say “Yes” or “No,’ 
did Chemie feel obliged to proceed to protect its investment. 

Why, may we ask, are these things not told your subcommittee by the OAP? 

In the last section of its memorandum, entitled “The Washington Accord of 
May 25, 1946,” the OAP asserts that the Washington accord deals only with 
assets in Switzerland. The OAP statement contains a recital of the Potsdam 
Declaration of August 2, 1945, and certain other developments culminating in the 
Paris reparations agreement of January 1946. It is said that the three Allied 
Powers which negotiated the Washington accord with Switzerland did so as the 
representatives of the parties to the Paris agreement, and that all of these parties 
have taken the position that the accord applies only to property located in Switzer- 
land. 

There is no reference in the OAP statement to article IV of the Washington 
aceord which in terms obliges the United States to “unblock Swiss assets in the 
United States.” 

The significance of the obligation imposed on the United States by article IV 
can hardly be overestimated. None of the other Allied Powers made any similar 
undertaking and of course the three governments which negotiated the accord 
with Switzerland did not purport to impose such an obligation on the other parties 
to the Paris agreement. Therefore, the resolution adopted by these same coun 
tries on January 14, 1949, merely confirms that these nations, as distinguished 
from the United States, did not intend to be bound by the accord to unblock assets 
within their boundaries which the Swiss Government claims to be Swiss. 

Similarly, the decision of the Belgian Supreme Court referred to in the state- 
ment has no application to the situation of the United States Government vis-a-vis 
the accord. The Belgian court had to decide whether Belgium had agreed under 
the aceord to return property located within its borders which Belgium claimed to 
be German and which Switzerland claimed to be Swiss. The decision of the court 
was that Belgium did not have such an obligation, and of course this would follow 
since there is no counterpart to article IV imposing such an obligation on that 
country. 

Thus, both the resolution of January 14, 1949, and the Belgian court decision 
cited by OAP in its statement have no application to article IV, by which the 
United States agreed to unblock Swiss assets located in this country. 

The OAP does not appear to challenge the validity of the proceedings in Switzer- 
land before the Swiss Compensation Office and the Authority of Review, and in- 
deed these proceedings cannot be challenged as incomplete or invalid. Rather, the 
argument is that, despite its clear language to the contrary, the accord does not 
apply to property located in the United States. It is said that the American nego- 
tiators of the accord made this point when the accord was being negotiated, and 
the OAP refers to four diplomatic notes sent to Switzerland by the United States, 
years after the accord was signed, in which this same assertion is made. 

By contrast, however, no mention is made of the Swiss notes in which the 
accuracy of this statement is challenged. For example, in its note of September 
7, 1948, the Swiss Government said: “In the records of the negotiations which 
resulted in the Washington accord of May 25, 1946, no trace was found of verbal 
declarations made by the United States representatives, on the strength of which 
a decision in the Interhandel case could have no effect on the vesting of the stock 
of the General Aniline & Film Corp.” 

Moreover, it is well settled that in international law, as in private law, oral 
statements allegedly made have no legal significance in circumstances such as 
these. As General Donovan put it in his testimony before this committee on 
November 30, 1955: 

“The argument that in the course of oral negotiations the American negotiators 
attached a limited meaning to the word is an argument quite without legal justifi- 
cation. Our own Supreme Court has settled this questtion in a unanimous decision 
in Arizona v. California (292 U.S. 341 (1934) ).” 

Having dealt with the OAP memorandum, and before concluding this letter, the 
writer wishes to recapitulate the situation as it relates to our client. 

Interhandel is a Swiss corporation having stockholders from many countries. 
German stockholders did not exceed 17 percent at the time of the SCO investiga- 
tion, and now itis less. Interhandel owns over 90 percent of the stock of General 
Aniline & Film Corp., having a present value in excess of $100 million. This 
stock, as well as about $2 million in cash, was vested by the Alien Property 
Custodian. Interhandel instituted suit in the district court here under section 
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% (a) of the Trading With the Enemy Act to recover its vested property. It 
avers that it is qualified to recover under that act. 

Before this action was filed, the Swiss Compensation Office, an official agency 
of the Swiss Government, which also became an agency of the Washington accord, 
conducted thorough investigations into the alleged German character of Inter- 
handel. The SCO issued its findings and report which constitute the only 
official decision upon the status of our client. It was determined that Inter- 
handel was Swiss, and not German. The United States Government had an 
opportunity to appeal from that decision, but failed to do so, and another agency 
of the Washington accord—the Authority of Review—affirmed it. We contend 
that the decision has become, in effect, an international judgment. The Ameri- 
can Government disputes this conclusion, and the case is at the point where 
international arbitration could be the next move. 

Returning to the details of the lawsuit, the district court ordered Interhandel 
to permit the OAP to inspect its own records, as well as those of a Swiss private 
bank. The Swiss Government stepped in and, by reason of its secrecy laws, 
seized the bank’s papers and prevented their inspection. Interhandel exhibited 
virtually all its own records, of which the OAP took over 70,000 microfilms. The 
OAP moved to dismiss Interhandel’s suit because of its inability to produce the 
bank’s papers. An elaborate hearing was held before a special master as to 
(1) Swiss secrecy laws; (2) the good faith of our client; and (3) the validity 
of the seizure of the bank’s records. Interhandel was exonerated from any 
blame and the seizure was found to be valid under Swiss laws, but the district 
court held that the mere inability to comply with a discovery order was adequate 
reason for dismissal of a plaintiff’s action. This was sustained by the court of 
appeals and the Supreme Court denied certiorari. 

sefore dismissal by the district court further efforts were made by Inter- 
handel to accomplish the production of the bank’s papers by obtaining releases 
and waivers from customers of the bank whose papers were involved. This 
process brought about the release of over 63,000 documents which were tendered 
to the OAP for inspection, but the OAP declined to look at them upon the ground 
that these did not represent all the papers, and the district court upheld that 
position. 

In its affirmance, the court of appeals allowed an additional period of 6 months 
for Interhandel to try to produce the bank’s records, and that time expires about 
July 19, 1956. Our client is making every effort to try to comply, but the clash 
between American and Swiss legal concepts makes this a very difficult task. 

We repeat that our client has had no trial on the merits of its case. The record 
of the court proceedings, referred to by the OAP, relates to pretrial matters, 
including depositions and many unproved documents and statements. Having 
in mind that the only official investigation of Interhandel has resulted in the 
determination that it is Swiss and not German, our client is now being deprived 
of its property without a trial in the American courts. 

It is said that Interhandel is not entitled to a hearing unless it makes complete 
discovery. This position is based upon the claims of the OAP that it cannot and 
should not be compelled to go to trial until it has seen all the bank’s records, for 
otherwise it says that it cannot adequately prove its defense. This is said despite 
the fact that, under the Trading With the Enemy Act, the burden of proof is cast 
upon Interhandel to establish the negative proposition that it is not enemy or 
enemy tainted. 

You have seen the vast assertions of the Office of Alien Property, as set forth in 
its 35-page memorandum. It does not tell you that it lacks proof to defend, yet 
it tells the courts that it needs the bank papers to prepare and prove its defense. 
One or the other of two things is true. Either the OAP is representing to your 
subcommittee that it can now substantiate the charges and claims set forth in 
its memorandum, in which event, it does not need any further evidence: or, it is 
merely telling your subcommittee what it speculates that it may be able to prove, 
and is seeking the bank’s papers in the hope that, somehow, they will enable it to 
do so. 

If the former is correct, then the processes of the courts have been abused : and 
if the latter, then your subcommittee has been imposed upon. In either event, 
the guilty one is the Office of Alien Property. 

I sincerely hope, that despite its late submission which, of course, could not 
have been avoided under the circumstances, you will accept this letter and permit 
it to be printed in the record following directly after the OAP memorandum. 

Respectfully yours, 


JOHN J. WILSON. 
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Filace, Decker & SWAN, 
COUNSELORS AT LAW, 
New York, N. Y.. Nowember 11, 1955 
WittiaAM A. STEVENS, Esq., 
Clerk, Senate Subcommittee on Trading With the Enemy Act, 
HOLC Building, Washington, D. C. 

Dear Mr. Srevens: I refer to your October 3 letter mentioning hearings 

e subeommittee and also to the October 20, 1955, notice that came to me trom 
Mr. Olin D. Johnston permitting filing of written statements for submission to 
the subcommittee. 

i take advantage of this offer by sending you herewith a summary of the 
claims filed in the Alien Property Office on behalf of Fujio Nakano, and woul 
ippreciate having same submitted to the subcommittee 

if there is some way by which we could be placed on the list for minute 
of the hearings, we would be grateful. 

Very truly yours 


‘ 


Hexneert H. Faia 


STATEMENT ON BEHALF OF Mr. Fus1o NAKANO, SURVIVING HUSBAND AND REPE! 
SENTATIVE OF Mrs. TokuU MorRIWAKE NAKANO 


I should like to outline the story of the Nakano fortune. 

In 1934 Miss Toku Moriwake, an American-born citizen of Hawaii, and of 
independent means, married Fujio Nakano, a Japanese banker From 1936 on 
they lived in New York and he served as Comptroller of the New York City 
office of the Yokohama Specie Bank. This office controlled branches in San 
Francisco, Los Angeles, Seattle, and elsewhere, and also was in charge of the 
sinking fund for United States dollar bonds issued by the Japanese Government 
and the gold shipments to the United States by the Bank of Japan. 

Following the outbreak of war, the home office requested its government to ask 
the Spanish government to intercede for the return of Mr. Nakano so that he 
could report to Tokyo on the New York situation of the Yokohama Specie Bank 
As a result Mr. Nakano was taken to Ellis Island and then unwillingly placed on 
the Gripsholm for return to Japan. 

After a hearing, Mrs. Nakano was given permission to remain in New York 
but she elected to go with her husband. Fully expecting to return, she placed the 
family house furnishings in storage in New York City and left her money and 
securities here, and the couple sailed on the Gripsholm in June 1942 

In July 1947 the Office of the Alien Property Custodian vested over $13,000 
of her cash and securities in New York, and in October 1944 and September 1946 
over $15,000 of her property in Hawaii. 

Wartime conditions prevented her return: and on March 30, 1945, Mrs. Nakano 
had her first operation for cancer in the Koike Hospital in Nagano 

On June 26, 1946, still hopeful of recovery and of returning to the United 
States, she filed her passport application in Tokyo. On January 9, 1947, our 
State Department approved her passport application for return and the Tokyo 
office obtained passage for her. (Note that this was before the vesting of her 
New York property.) sy that time there had been a second cancer operation 
and she was unable to travel. Death occurred on January 28, 1948. 

Under Japanese as well as American law, the husband has the primary right 
to administer the wife’s estate. The administration cannot even be begun and 
the estate taxes determined until Mrs. Nakano’s property is released. 

These facts are stated in our claim filed September 10, 1954, and the supple- 
mental claim filed December 23, 1954, in the Office of Alien Property, both of 
which claims are still undetermined. Following is a copy of one of our exhibits 
in the case. 


AMERICAN EMBASSY CONSULAR DIVISION, 
Minato Ku, Tokyo, September 24, 1954. 
WitttAmM F. HamILton, Esq., 
Hotel Tokyo Building, 
Marunouchi, Tokyo. 

Srr: Reference is made to your personal inquiry today concerning the foriner 
citizenship status of Mrs. Toku Nakano, who died in Tokyo on January 28, 1948. 
I understand that this inquiry is made on behalf of your client, Mr. Fujio Nakano, 
and is made in connection with a claim pending with the Custodian of Alien 
Property in the United States. 








604 RETURN OF CONFISCATED PROPERTY 


The records of this office show that Mrs. Toku Nakano was a citizen of the 
United States of America as of January 9, 1947, when the Department of State 
approved a passport application executed by her at Tokyo on June 26, 1946. 
The Embassy files contain no subsequent information concerning any possible 


act of expatriation committed by Mrs. Nakano from that date until the date 
of her death. 


Very truly yours, 
RicHARD E. SNYDER, 


American Vice Consul. 
Respectfully submitted. 


Hersert H. Face, 
Attorney, New York, N. Y. 





STATEMENT CONCERNING SENATE BILL S, 2227 


INTRODUCTION 


The purpose of the pending bill is: 

(1) To show good will toward the citizens of a former enemy country, now 
our ally. 

(2) To reimburse United States citizens and corporations for losses suffered 
primarily as a result of destruction of property in Kurope in the course of the 
Second World War. 

The bill states correctly that the return of vested property of former enemy 
aliens to their original owners is a “matter of grace.” However, the second 
purpose of the bill as stated above is based on an obligation on the part of the 
defeated enemy countries toward the citizens of the United States arising out 
of the legal consequences of Germany’s unconditional surrender. According to 
the pending bill the United States Government will take over at least part of this 
obligation which amounts to an additional act of grace toward Germany. It 
should be understood, however, that in assuming these obligations the United 


States Government cannot abrogate or curtail the legitimate claims of its citi- 
zens or of any section of its citizens. 


SPECIFIC SUGGESTIONS 


I. According to section 40, subsection (e), subdivision (3) “no return of 
vested property shall be made pursuant to this section to * * * any person 
convicted of war crimes.” According to this section the heirs of a person con- 
victed of war crimes are not excluded from the return of vested property. This 
leads, for example, to the anomalous situation—surely not intended by the sub- 
committee—that the vested property of the worst war criminals, those convicted 
to death and executed, will be returned. This section should exclude the return 
of vested property in all cases where the claimant or any of his predecesssors in 
interest have been convicted of war crimes. 

II. Under title Il of the War Claims Act of 1948, as amended, section 203, 
subsection a, “the Commission is authorized * * * to determine * * * amount 
of claims for physical damage to, or physical loss or destruction of property * * *.” 
This section fails to take into account the law for the equalization of war burdens 
(Lastenausgleichsgesetz) in the Federal Republic of Germany. According to 
that law owners of buildings which have remained intact or were only partially 
damaged contribute into an equalization fund which is used to reimburse 
partially those owners whose property has been destroyed by war action. Accord- 
ing to a recent German executive order citizens of member states of the United 
Nations are not exempt from contributions into the equalization fund. In the 
light of that German law title II of the War Claims Act of 1948 actually puts 
those American citizens whose property has not been destroyed at a disadvan- 
tage. Congress should make some provision to the effect that payments made 
into the equalization fund are also regarded as constituting a “physical damage” 
or “physical loss” in the sense of section 203, subsection a. It should be added in 
this connection that the contributions to be made into the equalization fund 
for a given building are equal to nine-tenths of the value of the mortgages on 
that building as of the day of the West German currency reform of 1948. The 
currency reform devalued the German mark in the ratio of 10 to 1 so that 
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all debts, including mortgages, were automatically reduced in the same ratio. 
Consequently, the owner of a building owes one-tenth of his mortgage debt 
as of the date of the currency reform to the holders of the mortgages and 
nine-tenths to the equalization fund, i. e., in spite of the currency reform his 
debt has remained numerically the same. On the other hand to the extent 
that he is a creditor or has bank accounts his claims have been reduced in 
the ratio of 10 to 1. 

Ill. Section 205, subsection a, provides that “no claims shall be allowed under 
this title unless the claimant and all predecessors in interest were in the case 
of a natural person one who, on the date of loss * * * and continuously there- 
after until the date of filing his claim with the Commission pursuant to this 
title, was a national of the United States.” In view of the fact that the claims 
of United States citizens will be paid out of the German claims fund which is 
indirectly derived from taxpayers’ money, it seems strange, and definitely 
unjustified, that the Government should discriminate against a certain section 
of its citizens, namely, those who obtained their citizenship after the date of 
loss. Furthermore, as pointed out in the introduction to this statement, the 
United States Government merely assumes an obligation of the German Govern- 
ment and in doing so cannnot, of course, deny any claims which otherwise would 
have existed against the German Government. Germany regained her sov- 
ereignty only as a result of the agreements concluded on October 23, 1954, in 
Paris. Germany was thus under the status of unconditional surrender up to 
the date on which these agreements were ratified by all the signatories. Finally 
it should be pointed out in this connection that according to section 205, 
subsection b, claims of corporations are allowed in all cases where foreign 
nationals own up to 50 percent of the outstanding capital of such corporations. 
Thus the proposed bill has much less stringent provisions in the case of losses 
suffered by corporations than in the case of losses suffered by individuals. In 
view of the above three arguments I suggest that section 205, subsection a, be 
worded so as to allow the claims in all cases where the claimant and all prede- 
cessors in interest back to the date of enactment of the pending bill were 
nationals of the United States on the date of enactment of the pending bill 
and continuously thereafter until the date of filing the claim with the Com- 
mission pursuant to this title. If the date of enactment of the pending bill does 
not seem to be a satisfactory criterion, I believe that no earlier date than the 
date on which the Federal Republic of Germany achieved full sovereignty 
should be used as the beginning of the period during which United States 
nationality is a prerequisite for filing a claim. 

IV. In connection with the currency reform in the Federal Republic of Ger- 
many mentioned in section II of this letter I should like to add that all United 
States citizens who have claims or accounts in Germany dating back to the time 
prior to the currency reform had those claims and accounts reduced in the ratio 
10 to 1. This definitely constitutes a heavy loss. According to section 40, sub- 
section a, of the pending bill S. 2227 German owners of vested property in this 
country, however, will receive up to $10,000 of their vested property in the ratio 
1 to 1. Ironically, this puts the American investor in Germany at a great 
disadvantage as compared with the German investor in this country. I do not 
believe that this state of affairs has been intended by the subcommittee. Fur- 
thermore, the currency reform represents merely an acknowledgment of the 
heavy losses in industrial capacity suffered by Germany as a result of the 
Second World War. Since the United States has already contributed heavily to 
the rebuilding of German industry, it would be doubly unjustified to let some 
United States citizens carry the additional burden arising out of the currency 
reform. 

I suggest, therefore, that losses incurred by United States nationals as a result 
of the West German currency reform be also recognized as justifying the filing 
of a claim under section 203 of the pending bill. The amount of the claim 
should be equal to the amount wiped out by the currency reform as converted 
into United States dollars according to the official rate of exchange on a certain 
date to be fixed either in the law or by the Secretary of the Treasury (for ex- 
ample date of enactment of the pending bill). 

Very sincerly yours, 
Ernest G. FoNTHEIM. 
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House Or REPRESENTATIVES, 
Washington, D. C., November 29, 1955. 
Hon. OL1n D. JOHNSTON, 
United States Nenate, 


Washington, D. C. 


DEAR SENATOR JOHNSTON: Mr. Louis Hammer of 3336 Alden Place NE., Wash- 
ington, D. C., will appear before your subcommittee tomorrow morning. Mr. 
Hummer is a former resident of Bayonne, N. J. He is very much interested in 
expressing his views concerning S. 2227 which, I understand, is before your 
subcommittee for discussion. 

I do hope S, 2227 will provide some relief for those unfortunate persons in 
America who lost their interest. In Mr. Hammer's particular case, because of 
his increasing old age and his inability to employ himself, it would aid immeasur- 
ably if he could realize some help from this legislation. 

Kini personal regards. 

Cordially, 
ALFRED D. STEMINSKT, 
Member of Congress. 


STATEMENT OF LovuIsS HAMMER, WASHINGTON, D. C. 


Mr. Chairman and gentlemen of the committee, my name is Louis Hammer. 
I live with my wife at 3336 Alden Place NE., Washington, D. C. I am a citizen 
of the United States. I am a carpenter by trade now retired because of illness 
and old age. I was born on May 13, 1889. My sole income is $60.20 per 
month social security old-age pension. Sometimes I am able to add to my income 
by odd jobs. Thus in the entire year of 1954, I earned $428. 

1 desire to express my views concerning S. 2227, now being considered at 
these hearings, and especially title Il which provides for the payment of the 
claims of American citizens against Germany. 

During the years 1918 through 1923, L invested a total of approximately $10,000 
out of my earnings as a carpenter in the purchase of German securities offered 
for sale to the public in New York City. I was then employed as a cabinetmaker 
in New York City and earned approximately $100 per week. The money I so 
invested in weekly purchases of German bonds was for the security of myself 
and my wife in our old age and for our children. 

It will come as no news to this committee that these German reichsmark secu- 
rities were repudiated by Germany, which refused to pay, and I and many 
American citizens of small means who bought these bonds in good faith have not 
been able to collect anything either in principal or interest. On August 18, 1927, 
I filed with our Department of State a claim against Germany. A copy of this 
claim is attached to my statement and made part hereof. 

The German Government has up to this moment failed to recognize its obliga- 
tions to me and to other Americans of the same class. 

I notice that the Federal Republic of Germany agreed in 1953 to pay the value 
of defaulted German dollar bonds sold to Americans. This comes to a very 
large sum of money and has been approved by the Senate. No provision was 
made, however, to settle the claims of Americans for defaulted German bonds 
of the type I hold and yet the German signature was the same on both types 
of bonds and both types of bonds were defaulted. In all humility, I say that my 


equities are as strong as those of the American holders of defaulted German 
dollar bonds. 


S. 2227 provides for a $100 million claims fund for the claims of American 


citizens against Germany but it does not, as now written, include my claim. 

I urge that this committee rectify an injustice still outstanding and amend 
S. 2227 to establish another class of claimants; i. e., outstanding claims against 
Germany of American citizens based on defaulted bonds and currency not other- 
wise provided for. 

I urge the committee to recognize that justice and equity demand that I be 
permitted to prove my right to recover the amount of United States dollars I 
actually spent for these bonds, and currency, plus 5 percent simple interest from 
the date I acquired them. 

In this way, a final defaulted obligation of Germany will be satisfied; an in- 
justice to small American citizens like myself will be removed; and I will be 


able in the closing years of my life to benefit from the fruits of my hard labor 
as a younger man. 
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IN THE MATTER OF THE CLAIM oF LovuIs HAMMER AGAINST THE GOVERNMENT 08 
GERMANY 


CLAIMANT'S STATEMENT 


That I, Louis Hammer, being duly sworn, upon oath depose and say 

That I am located at 521 Avenue A, Bayonne, N. J., and am an American 
citizen. 

The attention of the Department of State is respectfully invited to the claim 
of Louis Hammer who has and does now suffer great loss and damage as a conse 
quence of the great depreciation in value of German mark currency 

That subsequent to the signing of the armistice I purchased the following 
described German securities : Marks 100,000, city of Cologne bonds ; marks, 2,200, 
000, German Government 4-5 percent bonds issued in 1922; marks 300,000, city of 
Hamburg 4% percent bonds issued in 1919; marks 4,000, city of Berlin 4 percent 
bonds issued in 1919; marks 22,000, city of Berlin 4 percent bonds issued from 1920 
to 1922; marks 100,000, city of Essen bonds issued in 1923; marks 10,000, Prussian 
Consul 3% percent bonds; marks 180,000, city of Dresden 8-18 percent bonds 
issued in 1923; marks 50,000, city of Nurnburg 7 percent bonds issued in 1922; 
marks 108 million, Associated Mortgage 12 percent bonds issued in 1923; marks 
40,000, city of Leipzig 5 percent bonds issued in 1922; marks 1,000, city of Bremen 
5 percent bonds issued in 1919; marks 5 million, city of Munich 8-20 percent 
bonds issued in 1923; marks 1 billion, city of Munich 8-20 percent bonds issued 
in 1923; marks 1,000,070,000, city of Frankfurt bonds issued in 1923; marks 
100 million, State of Hessen S—16 percent bonds issued in 1923; marks 109,600,000, 
German Government 8-15 percent bonds issued in 1923; marks 500 million, 
German Government 8-15 percent bonds issued in 1924; marks 15 billion, German 
Government 8—15 percent bonds issued in 1924; marks 40,000, Mercur Steamship 
bonds issued in 1923; marks 1,000, Neckar Aktengesellschaft in Stuttgart 5 per- 
cent bonds issued in 1921: marks 62,000 issued in 1910; marks 900 issued in 
1920; marks 29 billion issued in 1923: marks 100,000 issued in 1922; marks 369 
million issued in 1923; marks 120 issued in 1919, and marks 262 million issued 
in 1922. That all of the above described German securities and currency have 
become practically worthless as a consequence of the great depreciation in value 
of German mark currency. 

That according to the German Civil Code, sections 983 to 989, inclusive, ‘The 
depreciation of a currency is of no consequence to the creditor, because the debtor 
is obligated to return the same amount in kind and currency of the same char- 
acter and of the same value as he had originally received. He is especially 
obligated to make payment in currency in the same proportion to its inherent 
value which said currency had at the time the loan was originally contracted. 
In the event that currency of the same value should be no longer in circulation at 
the time when payments come due, the lender is to receive similar currency in 
such amounts and in such manner that he will receive such full value of the 
obligation as had obtained at the time of its contraction.” 

Reference is also made to section 1147 of the German Civil Code, according 
to which “any and every enrichment of the debtor is illegal”—that is, “should 
the payment of an obligation become impossible, the debtor is under all circum- 
stances obligated to return to or indemnity the lender to an amount or value 
which is represented by the original loan at the time of its contraction, so that 
he shall not have benefited through the loss which may accrue to the creditor.” 

Again, section 5 of the Civil Code provides that law cannot be made retroactive. 
and can have consequently no influence upon previously arranged contracts and 
such privileges and rights as had previously been acquired. In the event that a 
new currency be introduced, such currency cannot but create an especially char- 
acteristic medium of exchange pro futuro, but “cannot render invalid obligations 
which had been entered prior thereto.” 

At the time some of the securities and currency were issued, clause 17 of the 
Reichsbank Law of 1875 provided that one-third of the outstanding note cirecula- 
tion is to be backed by gold, and the rest of the circulation is to be backed by good 
8 months’ bills, with proper endorsements. However, in May 1921, the Federal 
Council (Reichsrat) sanctioned an amendment to this clause so as to allow the 
Imperial Bank of Germany to suspend the requirement that one-third of the 
outstanding note circulation shall be covered by gold. 

The currency is a debt obligation against the Government promising to pay 
the mark or marks to the bearer, and by force of the statutory provision made 
the legal tender in payment of all debts, public and private. There can be no 
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question that by the mark or marks stipulated to be paid, the established gold 
coin of Germany was intended. The Government as a contracting and debtor 
party stipulated with the receivers and holders of this currency to pay them on 
demand. 

On June 5, 1925, the currency in which the German securities and German 
mark currency are payable ceased to exist as legal tender, which results in an 
absolute contiscation of American property, rights and interests. 

The Treaty of Versailles, chapter IV, entitled “Treatment of Nationals of 
Allied and Associated Powers,” article 277, which was reserved to the United 
States with the right to enforce the same by reason of article I of our Treaty 
of Peace with Germany provided: 

“The nationals of the Allied and Associated Powers shall enjoy in German 
territory a constant protection for their persons and for their property, rights 
and interests, * * *.” 

According to the terms of our Treaty of Commerce with Germany, which was 
approved by the United States Senate on February 10, 1925, in article I, para- 
graph 4, it is provided: 

“The nationals of each high contracting party shall receive within the terri- 
tories of the other, upon submitting to conditions imposed upon its nationals, 
the most constant protection and security for their persons and property, and 
shall enjoy in this respect that degree of protection that is required by inter- 
national law. Their property shall not be taken without due process of law 
and without the payment of just compensation.” 

Diplomatic interposition of the United States Government is respectfully 
sought on the ground that contracts entered into in good faith by an American 
citizen with the German Government and with its nationals have been broken, 
inasmuch as there has been a breach of the implied provisions of said contracts, 
caused by the tortuous conduct of the country of the obligor, predicated upon a 
policy of confiscation and repudiation, and there being no method of redress 
for such wrongs under the judicial system of Germany, it appears, therefore, 
competent for the Department of State with perfect equity to determine upon 
the use of its good offices and afford some measure of relief . 

The American taxpayer who is a holder of German securities and currency, 
remains without redress unless the Department of State exercises its good 
offices in his favor. In support of the doctrine of interposition, based upon 
currency debasement, among the many noted international authorities, Martens 
States: 

“When a State has recourse to violent financial operations to do away with 
inherent obligations to satisfy its indebtedness, the violations of property rights 
which results is sufficient to authorize other nations to take up in this respect the 
cause of their subjects, and employ for their protection every means authorized 
by the law of nations.” (1864.) 

There is a provision in municipal bonds which pledged the assets of the bor- 
rowing municipality, as follows: 

“As security of the obligations entered into hereunder the borrower is liable 
with its property and with its tax resources.” 

It is alleged that this loss and damage has resulted from Germany’s obvious 
disregard and default in maintaining the sanctity of her international monetary 
obligations, which nation through neglect, design, or unsound principles has con- 
tinuously and increasedly failed to respond to her duties, arising out of inter- 
course with nations, and has ceased to be capable of functioning and maintaining 
adequate financial safeguards to American investors in her monetary contracts. 

President Harding enunciated the principle that: 

“We do, however, maintain one clear principle, which lies at the foundation 
of all international intercourse. When a nation has invited intercourse with 
other nations, and has enacted laws under which investments have been legiti- 
mately made, contracts entered into, and property rights acquired by citizens of 
other jurisdictions, it is an essential condition of international intercourse that 
lawful obligations shall be met, and that there shall be no resort to confiscation 
and repudiation.” 

A denial of justice has occurred by reason of the German Government’s failure 
in observing the duty of conserving the value of its currency. The arbitrary and 
capricious action is manifest as her financial delinquency becomes more evident 
from day to day, resulting in confiscation of debts as an inevitable sequence to a 
scheme of inflation. German courts lack the power to compensate American 
citizens, as no provision of law exists whereby the nature of her conduct of 
financial affairs may be rigidly scrutinized and redress accorded when that con- 
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juct is found at fault. She continues to ignore property rights and repudiates 
the essential principles of international financial intercourse displaying a vigor- 
ous defiance of such principles. The commercial interests of American investors 
are being wantonly violated. Germany bas no well defined and established fiscal 
laws which are being judiciously observed, as it is either indisposed or is unable 
to discharge the duties in this respect. Chief Justice Waite in the case of U. 8. 
y. Diekelman held: 

“A citizen of one nation wronged by the conduct of another nation must seek 
redress through his own government. His sovereign must assume the responsi- 
bility of presenting his claim, or it need not be considered.” 

Mr. Marshall, Secretary of State, September 23, 1800, in the matter of the 
repudiation of debts, through a change in the specie payment by Spain, and by 
the use of depreciated paper money, said: 

“In contracts entered into by individuals with a sovereign power there exists 
no tribunal to enforce their performance. 

“For this the good faith of the sovereign must be alone relied on. This is held 
sacred, and is always pledged to exempt from the operation of that paramount 
power over all transactions within the dominions the engagements of the sov- 
ereign itself.” 

The proceeds of the sale of German municipal bonds to American citizens 
in many cases have been converted into public improvements, now of great 
physical value, and the borrower has been enriched by the sacrifice of his 
creditor. The physical assets represented by public improvements are present 
in the form of railroads, ships, factories, mines, canals, power projects, houses, 
and publie buildings, located in Germany. The present replacement cost of 
these improvements can be measured by the difference in the value of the mark at 
the time these public betterments were made and the now current rate of Ger 
many’s paper currency. 

There has been a taking of my property without due process of law and with- 
out the payment of just compensation of the part of Germany, and I seek repara- 
tion from the Government of Germany in the amount of the losses that I have 
sustained in violation of the provisions of the treaties between the United 
States and Germany. 

Application is hereby made for the support of the Government of the United 
States of this claim in the amount of the value of the marks and bonds at the 
time they were issued with interest at the rate of 5 percent per annum. 

Proof and exhibits of the allegations herein contained will be henceforth 
supplied. 

LovulIs HAMMER, 
STATE OF NEW JERSEY, 
County of Hudson: 
Subscribed and sworn to before me, this 18th day of August 1927. 
[SEAL] MEYER NEYMAN, 
Notary Public, Commissioner of Deeds, of New Jersey. 





IN THE MATTER OF THE CLAIM OF LOUIS HAMMER AGAINST THE GOVERNMENT OF 
GERMANY 


AMENDMENT TO CLAIMANT'S STATEMENT 


That I, Louis Hammer, being duly sworn, upon oath depose and say: 

That I am located at 521 Avenue A, Bayonne, N. J., and am an American 
citizen. 

The attention of the Department of State is respectfully invited to the claim 
amendment of Louis Hammer who has and does now suffer great loss and dam- 
age as a consequence of the great depreciation in value of German mark cur- 
rency. 

That in addition to the German securities listed in my claim, I purchased 
marks 14,400 of city of Frankfort A. M. bonds issued in 1919 bearing 4 percent 
interest, marks 1 million of 44%4 percent city of Hamburg bonds issued in 1919, 
marks 10 million of the Associated Seven Banks Bonds issued in 1923 bearins 12 
percent interest. That I also purchased mark currency issued in 1910 to the 
amount of marks 40,000. 

That according to the German Civil Code, sections 983 to 989, inclusive, “The 
depreciation of a currency is of no consequence to the creditor, because the debtor 
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is obligated to return the same amount in kind and currency of the same character 
and of the same value as he had originally received. He is especially obligated 
to make payment in currency in the same proportion to its interest value which 
said cufrency had at the time the loan was originally contracted. In the event 
that currency of the same value should be no longer in circulation at the time 
when payments come due, the lender is to receive similar currency in such 
amounts and in such manner that he will receive such full value of the obliga- 
tion as had obtained at the time of its contraction.” 

There has been a taking of my property without due process of law and with- 
out the payment of just compensation on the part of Germany, and I seek 
reparation from the Government of Germany in the amount of the losses that 
I have sustained in violation of the provisions of the treaties between the 
United States and Germany. 

Application is hereby made for the support of the Government of the United 
States of this claim in the amount of the value of the bonds and marks at the 
time they were issued with interest at the rate of 5 percent per annum. 

Proof and exhibits of the allegations herein contained will be henceforth 
supplied. 

Louis HAMMER. 
STATE OF NEW JERSEY: 
County of Hudson: 
Subscribed and sworn to before me, this 11th day of May 1928. 


[SEAL] SAMUEL RUDNEY, 


Notary Public. 


AMVETS, 
Washington, D. C., November 28, 1955. 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Senate Judiciary Committee, 
HOLC Building, Washington, D. C. 

DrAR SENATOR JOHNSTON: The American Veterans of World War II and Korea 
(AMVETS) are vitally interested in legislation now pending before your com- 
mittee in respect to the properties of former enemy aliens, seized by the United 
States and now held as war reparations of World War II. 

At our most recent national convention in Philadelphia, Pa., September 8-11, 
1955, AMVETS unanimously adopted the attached resolution endorsing the 
provisions of S. 2227. The sense of AMVETS thinking is contained in the at- 
tached resolution. It would be appreciated if the text of this letter and the 
attached resolution could be made a part of the record of the hearings on this 
subject scheduled for November 29 and 30. 

Sincerely yours, 
JoHN R. HOLDEN, 
National Legislative Director. 


RESOLUTION 


Whereas the American Veterans of World War II and Korea (AMVETS), 
a national organization, do hereby endorse that legislation now before the 84th 
Congress of the United States which would amend the Trading With the Enemy 
Act by passage of Senate bills S. 2227, introduced by Senator Harley M. Kilgore 
(Democrat, West Virginia) and S. 1405, introduced by Senator Earle C. Clements 
(Democrat, Kentucky) : and House bills H. R. 6730, introduced by Representative 
Percy Priest (Democrat, Tennessee), H. R. 3608, introduced by Representative 
Leo W. O’Brien (Democrat, New York), and H. R. 80, introduced by Representa- 
tive W. Sterling Cole (Republican, New York) ; and 

Whereas such legislative measures as S. 2227 and H. R. 6730, and which are 
identical in language, do conform to the legislative draft prepared jointly by 
the Department of State, the Department of Justice, the Treasury Department, 
and the Foreign Claims Settlement Commission and which was forwarded to 
the S4th Congress by the Secretary of State with comment that the legislation 
was in accordance with the program of the President ; and 

Whereas such legislation as S. 2227 and H. R. 6730 would make returns in 
general and as a matter of grace to natural persons only and not to business 
enterprises of properties seized by this Government during World War II under 
the Trading With the Enemy Act and now held as war reparations under the 
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treaties of peace. The maximum return of such properties would be up to and 
including a valuation of $10,000 each. Charitable, religious, and educational 
organizations would receive returns of vested property without regard to value 
No return would be made to persous in Lron Curtain areas and persons convicted 
of war crimes. And, which would amend section 9 (a) of the Trading With 
the Enemy Act, permitting the sale of properties now under litigation where the 
President, in time of war or national emergency determines that the interest 
of the United States so requires. Such legislation also provides that the pro 
ceeds of sale or just compensation, at the election of the claimant, would be 
substituted in the lawsuit for the property that was sold. Also, such legislation 
provides that payment of war claims by Americans against Germany are to be 
made from a fund of $100 million to be set aside from repayments by West Ger- 
many under the agreement settling Germany's obligation to the United States 
for postwar economic assistance to Germany. 

Whereas such identical legislative measures as 8. 1405, H. R. 3608, and H. R 
SO would amend section 9 (a) of the Trading With the Enemy Act to permit 
the sale of such properties now under litigation where the President, in time of 
war or national emergency determines that the interest of the United States so 
requires. That the proceeds of sale or just compensation, at the election of the 
claimant, would be substituted in the lawsuit for the property that was sold: 
Now, therefore, be it 

Resolwed, That the American Veterans of World War II and Korea (AMVETS) 
endorse such legislation as described herein and strongly oppose any legislation 
which would make a full return of such properties to former enemy owners 
other than as described in Senate bill 2227 and House bill 6730. 


VETERANS OF FOREIGN WARS OF THE UNITED STATES, 
Washington, D. C., Nowember 30, 1956 
Senator OLIn LD. JOHNSTON, 
Chairman, Trading With the Enemy Subcommittee, 
Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR JOHNSTON: I am enclosing a copy of a resolution adopted by 
the 55th National Encampment of the Veterans of Foreign Wars in Philadelphia, 
Pa., August 1-6, 1954. This resolution was recently reaffirmed by our national 
legislative committee at a regular meeting in Washington, D. C., on November 
26, 1955. The resolution is self-explanatory and expresses opposition to the 
return of enemy assets seized during World War II. 

In reaffirming our position on this matter, our national legislative committee 
was impressed by the fact that the United States and its allies in the Paris 
Reparation Agreement of 1946 relinquished the right to impose reparations on 
the German Government, in consideration of which the German Government 
agreed to reimburse its citizens for property seized by the allied powers during 
the war. Consequently, it seems that action on our part to voluntarily return 
the seized property amounts to the assumption of a liability of the German 
Government and is tantamount to extending additional financial aid to Germany 
The United States has extended financial aid to Germany since World War II 
in the amount of approximately $38 billion, and if the Congress feels that addi 
tional aid should be provided, then it seems that matter should stand on its own 
merits and not be accomplished through the roundabout method of returning 
seized property. 

In the Paris Reparation Agreement our Government rejected the concept that 
enemy property rights should be held inviolable in a period of total war. We see 
no reason why the view adopted at that time should now be rejected, especially 
since the German Government agreed to the present arrangement by treaty, 
and in consideration therefor was relieved of the obligation of paying repara 
tions which otherwise might have been imposed. In addition is the fact that 
the property has increased in value since the time of its seizure. In many 
instances the value has more than quadrupled by reason of the fact that the 
properties were used in our war effort against the former enemies. If the 
property is to be returned, it is our understanding that this unearned increment 
would not be subject to taxes normally paid by United States citizens and 
would, therefore, constitute a reward to the former enemies for their aggression 
against us. 
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The seized enemy property is being held to meet war claims of American 
citizens. We respectfully urge the committee to consider the rights of American 
citizens paramount and reject S. 854, 8. 995, S. 2227, and any other bills of the 
same or similar import which may be considered. 

The foregoing remarks haye been directed to German property since it con- 
stitutes by far the larger part of the enemy assets. We are equally opposed 
to the return of Japanese property and thank you for your consideration of 
these views. 

I shall appreciate it if you will include this letter and the enclosed resolution 
in the record of hearings of your subcommittee. 

Respectfully yours, 
Omar B. Ketcuum, Director. 
A PROCLAMATION OF 


PoLicy ON CERTAIN PROPOSED AMENDMENTS TO TRADING 
WITH THE PNemMy Act 


Whereas the Veterans of Foreign Wars of the United States approved and 
vigorously supported the principle of using impounded funds and assets of 
enemy nationals to pay damage claims to American servicemen who suffered 
brutal and inhuman treatment as prisoners of war of the Japanese and German 
enemy forces. It is only fitting and proper that those who suffered so deeply 
at the hands of our enemies should be compensated, in some measure, from 
the impounded funds and assets of former enemy nationals; and 

Whereas the Veterans of Foreign Wars is informed that efforts are being 
made through proposed legislation in the Congress of the United States to 
return these impounded funds and assets in the amount of approximately one- 
half billion dollars to the former Japanese and German owners, including 
millions of dollars to the I. G. Farben industries which helped to enable Hitler 
to wage war against the free world: Now, therefore, be it 

Resolved by the 55th Annual National Encampment of the Veterans of Foreign 
Wars, That we call upon the Congress of the United States to delay action 
upon such proposed legislation until a study has been made to determine the 
amount of money needed to adequately compensate American servicemen who 
suffered inhuman treatment at the hands of their Japanese and German captors. 
The American taxpayers should not be called upon to provide these payments 
out of tax funds while Japanese and German nationals receive this windfall 
of approximately one-half billion dollars. 


Submitted by Commander in Chief Wayne E. Richards. 


Approved by the 55th National Encampment, Veterans of Foreign Wars of 
the United States, August 1-6, 1954, at Philadelphia, Pa. 
Reaffirmed by VFW national legislative committee, November 27, 1955. 





WASHINGTON, D. C., November 14, 1955. 
Hon. OL1In D. JOHNSTON, 
Chairman, Senate Judiciary Subcommittee on Trading With the Enemy Act, 
HOLC Building, Washington, D. C. 


Dear Mr. CHATRMAN: In accordance with telephone conversation today had 
with member of your staff and in response to the notice dated August 29, this 
is to suggest that this letter and enclosure be included in the record of hearings 
before your committee, which are to commence November 29. 

I have testified previously in support of the legislation proposed by S. 995. 
My testimony appears in the hearings before your subcommittee, July 20-22, 
1955, pages 457-474; reprinted in hearings before the House Foreign Affairs 
Subcommittee, 84th Congress, pages 85-93, on H. J. Res. 272, etc., July 1 and 11, 
1955. 

The insertion of this letter and its enclosure will suffice to incorporate the 
same by reference. Thus, it is not necessary for me to testify again. 

The views expressed in your press release of June 9, 1955, relating to S. 1405 
and S. 2227, it seems to me, are unanswerable. 

Thanking you for your courtesy, I am 

Sincerely yours, 


Rosert F. Kieprncer. 
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WasHINGToN, D. C., November 15, 1955 
Re Liquidation of Office of Alien Property, Report of Special Committee, ABA 
GEORGE Eric Rospen, Esq., 
Washington, D. C. 


Dear Mr. Rospen: I reply to your letter of September 24, addressed to mem- 
ers of the International Comparative Law Section, ABA, concerning the 
report of that section on the Kilgore-Dirksen bill. 

That report should be rejected. It is fallacious. It is silent respecting che 
shoddy record of the Office of Alien Property and the wrongs deliberately inflicted 
on aliens by that Office.’ 

Any person who has read Senate Report 1982, the testimony and exhibits 
before the Senate committee, must wonder why the ABA section report does not 
discuss, among other things, the following: 

1. Why is the Office of Alien Property, 10 years after cessation of hostilities, 
still contiscating trust estates, life insurance, and social-security proceeds, 
and other personality, of American citizens? 

2. Why did not this agency disclose to the Senate Judiciary Committee during 
hearings on the War Claims Act of 1948, that it sought the power of life or death, 
under that act, over every friendly German and Japanese family in the Uniteu 
States, regardless of the fact their sons and daughters, natural-born Americans, 
may have given their lives in the armed services of this country? 

3. Is the warning of Representative Cox, of Georgia, that the War Claims Act 
constituted an attempt at legalized robbery answerable? Should the Office be 
abolished?’ Has it become so powerful as to defy the Congress which created it? 

t. The proposal of the special Senate Judiciary Subcommittee staff, as stated 
therein, would “serve to eliminate the Office of Alien Property and its gravy 
train; pay off all war claims immediately; return inequitably seized property to 
Amercan citizens ; and, at the same time, actually create in the minds of Germans, 
Japanese, and all American citizens of German descent knowledge of the fact 
that we are sincere in our desire to rehabilitate them and place them on our side 
in this world conflict against communismg 
o. The entire history of the Office of “Alien Property is a sorry, shameful 
story.” This also the report ignores. 

6. Why are American citizens and friendly aliens threatened and intimidated 
in connection with the prosecution of claims under the Trading With the Enemy 
Act? 

7. Why do OAP representatives maintain a studied silence when confronted 
by evidence of the foregoing before the Senate subcommittee? 

8. Are some Federal judges biased or ignorant in alien property litigation? * 

These are but a few phases revealed by the investigation of the OAP. Recently 
I wrote to Hon. Harlan Wood, general counsel of the Senate subcommittee, com- 
menting on the ABA panel discussion. I pointed out that: 

“One lawyer first deplored the seizure of the property of his family by the 
Federal Government during the Civil War. He then insisted that now the Fed- 
eral Government should repeat the same outrage.” 

“Another urged ‘justice before generosity,’ expressing great concern over the 
American taxpayer. But he apparently had not examined the memoranda of 
the Senate subcommittee staff pointing out that all property could be returned 
by the simple expedient of deducting an amount not to exceed $250 million from 
funds contemplated to be expended by the mutual-security agency.” * 


1 Established by the hearings before the special Senate judiciary subcommittee investigat- 
ing that Office and described in S. Rept. 1982, 83d Cong. 

?P. 89, hearings on H. J. Res. 272, ete., House Foreign Affairs Subcommittee, 84th 
Cong., July 1955. 

* One of the first Custodians was found guilty of conspiring to defraud the United States 
- eSeateiatertang the Trading With the Enemy Act, and served a prison term (24 Fed 
2d 353). 

‘The remarks of Senators Russell and Ervin, excoriating certain members of the 
judiciary, May 3, 1955, Congressional Record, p. 4628: and of Representative Walter. 
July 12, 1955, Congressional Record 8856; see also, pp. 92, 93, hearings, Subcommittee on 
Foreien Affairs, July 1 and 11, 1955, 84th Cong., H. J. Res. 272, ete 

5The “Bonn protocol” discussion, reference to “peace,” ete., are secondary ich 


matters invite trianfiular arguments calculated to lead the legislative investigati far 
afield. 
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I suggested also that when the Senate investigating committee resumes hear- 
ings this month it seek specific answers to the following inquiries: 

Whether proponents of the ABA section report represent individuals or 
organizations having an interest, for example, in insurance, shipping, chemi- 
cals, or other claims, and by reason of such interest desire to preempt existing 
war claims funds; 

What the respective interests are of both proponents and opponents of 
the ABA section report, whom each represents, and whether their advocacy 
of or opposition to the report explains their attitude; 

Whether Federal employees have sought to obtain resolutions of veterans 
and other organizations respecting the Kilgore-Dirksen bill, and, if so, the 
facts and circumstances surrounding such efforts. 

As you know, I have received many letters from Members of the Congress 
concerning the matter. Typical is the response of one Representative : 
“IT agree with you that the situation relating to the alien property is a mess.” 
I have cast my ballot against the ABA section report. 
Very truly yours, 


Rospert F. KLEPINGER. 





COMMITTEE FOR RETURN OF CONFISCATED 
GERMAN AND JAPANESE PROPERTY, 
Washington, D. C., November 28, 1955. 
Senator OLIN D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, 
Washington, D.C. 


(Attention Mr. Harlan Wood.) 


DEAR SENATOR JOHNSTON: I would like to submit for the record the enclosed 
written statement favoring return of all the confiscated property. Since I under- 
stand that you have a crowded calendar of witnesses in the next 2 days, I will 
not ask to be heard personally. 

I do hope that, if the hearings are extended later on, one of our other com- 


mittee members may appear before you, and present orally the case, as we see it, 
for return. 


With best wishes, 
Sincerely yours, 


FREDERIOK J. Lipsy, Chairman. 
STATEMENT OF FREDERICK J. LIBBY IN Favor oF S. 995 


Mr. Chairman, my name is Frederick J. Libby. I am chairman of the Com- 
mittee for Return of Confiscated German and Japanese Property. Our com- 
mittee was organized in the spring of 1954. As you will see from even a cursory 
examination of the membership of our committee, which I shall append to my 
brief testimony, we are not a group of lawyers with claims to be satisfied but 
plain American citizens, idealists, perhaps, with a deep concern for international 
justice and good will and, I may add, for our national honor. We advocate full 
return to the rightful owners of the property that was vested in the Office of 
the Alien Property Custodian for the period of the war. 

Other members of our committee, who can discuss with you the technical ques- 
tions that are at stake, will surely be given the opportunity. My purpose is 
simply to introduce the committee. 

Our most distinguished member is Judge Learned Hand of New York. If you 
were to summon Judge Hand to testify, I am sure that he would say to the com- 
mittee what he said to me: “This confiscation is a step back to savagery.” 

You will observe that different religious groups are represented on the com- 
mittee: Rt. Rev. Msgr. Donald A. MacLean is a professor in the Catholic Uni- 
versity of America; Rabbi Abraham Cronbach has recently retired from the 
faculty of Hebrew Union College in Cincinnati; Rev. Gunther J. Stippich, of 
Reading, Pa., is pastor of St. John’s Evangelical Lutheran Church in that city, 
and our treasurer, Rev. John A. Scherzer, of Washington, D. C., is the former 


chief of the German desk of the National Lutheran Council. The complete list 
is appended. 
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You may want to ask what prompted us te come together on this issue, in view 
of the fact that we have no personal stake in the matter. I think I am correct 
n saying that the other members of the committee, most of whom joined in 
response to a letter from me, did so for the same reason that prompted me; 
namely, our sense of justice and fair play and the good name of America 

As we see it, the State Department bill returning sums less than $10,000 can 
be defended only from the standpoint of expediency, not from the standpoint of 
principle. To steal a million dollars is no more honorable than stealing $100 
The insurance policies that have been paid into the United States Treasury 
instead of to the beneficiaries named, and the little legacies of a few hundred 
dollars left by deceased American soldiers to their relatives in Germany are in 
principle no more sacred than the investments of thousands of stockholders 
in large concerns. 

Your committee is well aware of the fact that Chancellor Adenauer and Premier 
Shigemitsu of Japan have visited our country and conferred with our President 
on the unresolved issues that continue to cause friction between us. The neces 
sity of returning this confiscated property has been discussed more than once 
between our Government and the two defeated governments that I have men 
tioned. And it should not be forgotten that we have returned to a third defeated 
country (Italy) the property we confiscated belonging to its citizens. 

Our committee at its latest annual meeting discussed the State Department 
bill in comparison with the Kilgore-Dirksen bill, and adopted the following 
statement as expressing the reasons why we look upon the State Department's 
bill as inadequate. 

The $10,000 ceiling does an injustice to hundreds of confiscation victims with 
property worth more than $10,000. A claim cannot be said to be just because 
it’s under a certain figure, and unjust because it’s over it. 

The $10,000 ceiling does not clarify in a straightforward way America’s atti 
tude toward the observance of customary international law, which has always 
insisted on the protection of civilians from unnecessary ravages of warfare. 

It fails to demonstrate America’s respect, as a matter of principle, for the rights 
of private property and the sanctity of contract. 

It does not remove one of the most irritating obstacles to United States-German 
friendship. More than 80 percent of the property values involved would not be 
returned under the State Department scheme. 

The State Department plan would not restore to United States investors 
overseas the protection of a good example on the part of our Government at home. 
One of the bright hopes of today’s world is the program for international invest- 
ment in underdeveloped countries. Full return of the confiscated assets here 
would encourage widespread private American participation in this program. 
Continued confiscation would discourage it. 

The $10,000 return scheme would not get the United States Government out 
of the onerous and wasteful task of managing the remaining $300 million worth 
of vested enterprises. More than 15,000 patents would also remain to be 
administered. 

As a substitute for the State Department program, our committee recommends : 

(a) Full return by this Congress in the coming session of the whole $500 million 
to its rightful owners. This proposal is largely typified in S. 995, the Kilgore- 
Dirksen bill, introduced February 8, 1955. 

(b) An immediate advance return of up to $25,000 per owner wherever ade 
quate, free, uncontested balances are available. 

(c) Inclusion of corporations as well as individuals in all returns. Cor 
porations are simply groups of individual stockholders formed into a business 
entity. The State Department plan excludes corporations. 

(d@) An immediate halt to the process of auctioning off vested assets still in 
Government hands. This step should be taken at once to prevent the continued 
depletion of values through forced sales. 

(e) Return should be made “as a matter of principle,” rather than as “a 
matter of grace.” The State Department uses the latter language, which ignores 
the principle involved. 

(f) The return program should be passed without any linkage, open or behind 
the scenes, with other unrelated claims. 

It is only by fair and full return that we can safeguard America’s reputation 
for honesty in international affairs. 
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Dr. Austin J. App, Philadelphia, Pa., professor, LaSalle College Tt 
Dr. Harry Elmer Barnes, Cooperstown, N. Y., historian, author 


N. Horton Batchelder, Osterville, Mass., formerly headmaster, Loomis School, 
Windsor, Conn. 
Walter Boehm, Philadelphia, Pa., staff adviser, Republican National Committee 
William Bruce, Milwaukee, Wis., publisher 
John R. Chamberlain, Cheshire, Conn., writer 
Dr. Charlies 8. Collier, Washington, D. C., professor of law, George Washington 
University Hon. 
Rabbi Abraham Cronbach, Cincinnati, Ohio, former professor, social studies, 
Hebrew Union College 
Eugene A. Davidson, New Haven, Conn., editor, Yale University Press 


Harry J. Eknk, Philadelphia, Pa., president, Federation of American Citizens of D 
German Descent in the United States sub! 
James Finucane, Washington, D. C., legislative adviser is b 
Hon. Learned Hand, New York, N. Y., United States circuit court judge, retired the 
Thomas J. Klinedinst, Cincinnati, Ohio, vice president, Thomas E. Wood, Inc. \ 
Frederick J. Libby, Washington, D. C., executive secretary, National Council for sug 
Prevention of War (acting) fro 
Conrad J. Linke, Philadelphia, Pa., artist, member executive council, Steuben 
Society thi 
Rt. Rey. Msgr. Donald A. MacLean, Washington, D. C., professor, Catholic Uni- th 
versity of America su 


Mike M. Masaoka, Washington, D. C., Washington representative, Japanese- 
American Citizens League 

Gordon Hunt Michler, New York, N. Y., chairman, United States, German 
Chamber of Commerce M 

George D. Moulson, Old Lyme, Conn., former member, New York Cotton Ex- 
change ; formerly financial writer for American and English papers 


Roy Nunn, Park, Ky., retired businessman ¥ 
Dr. Ludwig Oberndorf, New York, N. Y., editor, Staats-Zeitung b 
Clarence E. Pickett’, Philadelphia, Pa., honorary chairman, American Friends E 
Service Committee - 
Henry Regnery, Chicago, [11., publisher I 
Harry R. Rudin, New Haven, Conn., chairman, department of history, Yale f 
University 
Rey. John A. Scherzer, Washington, D. C., pastor; former chief, German desk, ‘ 
National Lutheran Council ‘ 


Kenneth I. Shoemaker, Arlington, Va., insurance 

Rey. Gunther J. Stippich, Reading, Pa., pastor, St. John’s Evangelical Lutheran 
Church 

T. Henry Walnut, Esq., Philadelphia, Pa., attorney-at-law 

Hans Wirsing, New York, N. Y., insurance 


LEON, WEILL & MAnony, 
ATTORNEYS AND COUNSELLORS AT LAW, 
New York, N. Y., November 9, 1955. 
Hon. Ouin D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 


DEAR SENATOR JOHNSTON: I acknowledge receipt of and thank you for the 
notice dated October 29, 1955, of public hearings to be held by your subcommittee 
on Tuesday and Wednesday, November 29 and 30, 1955, for the purpose of hearing 
testimony on S. 854, S. 995, S. 1405, and S. 2227. 

On July 22, 1953, I appeared before the Judiciary subcommittee, then under the 
chairmanship of Senator Dirksen, in the 88d Congress, Ist session, and gave 
testimony in respect of Senate Joint Resolution 92. This testimony appears 
at pages 481 through 488 of the printed record of the hearings held by such sub- 
comite on July 20, 21, and 22, 1953, entitled ‘Amendments to the Trading With 
the Enemy Act.” 


In an individual capacity only. 
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In accordance with the suggestion contained in the next to last paragraph of 
ur notice, 1 respectfully request that such testimony be incorporateu in and 
pude a part of the record of proceedings before your subcommittee as though | 
ad appeared and given such testimony in person. 
thauk you in advance for your courtesy. 
Very truly yours, 
Francis A. MANONY. 


BAER, MARKS, FRIEDMAN, BERLINGER & KLEIN, 
New York, N. ¥Y., November 29, 1955 
Hon. OLIN D. JOHNSTON, 
Subcommittee on Trading With the Enemy Act, 
Senate Committee on the Judiciary, 
Washington, D. C. 


Dear SENATOR JOHNSTON: I enclose herewith three copies of a memorandum 
submitted on behalf of Orvis Brothers & Co., on proposed Senate bill 995. This 
is being submitted in lieu of an appearance as 1 was advised by Mr. Stevens that 
the time for hearings would be insufficient. 

While the proposal which is embodied in this memorandum is submitted as a 
suggested amendment to S. 995, the problem dealt with is of importance apart 
from the subject matter of 8. 995. If the subcommittee decides not to approve 
S. 995, I should like to urge favorable consideration of the proposal embodied in 
this memorandum as a separate amendment to section 34 of the Trading With 
the Enemy Act. I trust that I am not asking too much or imposing upon your 
subcommittee in making this request. 

Respectfully yours, 
DONALD MARKS. 


MEMORANDUM SUBMITTED ON BEHALF OF ORVIS Bros. & Co., ON PROPOSED S. 095 


The undersigned are attorneys for Orvis Bros. & Co., 14 Wall Street, New 
York, N. Y., a partnership engaged in business as security and commodity 
brokers with memberships in the New York Stock Exchange, the American Stock 
Exchange, the New York Cotton Exchange, the Chicago Board of Trade, and 
other leading security and commodity exchanges throughout the United States. 
This partnership has been in business for over 80 years and handles business 
for customers in all parts of the world. It will be referred to herein as “Orvis.” 

Orvis has a claim pending in the Office of Alien Property as the creditor of a 
Japanese national, The claim arose out of a cotton futures trading account 
carried by Orvis for the Japanese house before the war. 

In 1943 Orvis secured an attachment on property of the Japanese national. 
At the time the attachment was obtained Orvis did not have a Treasury license 
under Executive Order 8389. An application for a license was made after 
the attachment was secured, but the application was refused by the Treasury, 
without giving any reason for such action. 

After the attachment and the rejection of the application for a license, the 
Alien Property Custodian vested the property by Vesting Orders 9282 and 10253 
and took possession thereof. 

A detailed statement of facts relating to the Orvis claim and the litigation 
following its attachment is set forth in appendix A. 

After the war Orvis filed with the Office of Alien Property a claim pursuant 
to section 9 (a) of the Trading With the Enemy Act. Orvis claimed an interest 
in the property cognizable under section 9 (a). The claim was treated by 
the Office of Alien Property as a second application for a retroactive license. 
The Director of Alien Property rejected said section 9 (a) claim, but ruled 
that the claim would remain pending as a debt claim under section 34 of the act 

Suit was thereafter brought in the United States District Court for the 
Southern District of New York on behalf of Orvis and the Sheriff of New 
York County against the Attorney General of the United States as successor 
to the Alien Property Custodian for a determination of the rights of Orvis and 
the Sheriff (as attaching officer) under section 9 (a) of the Trading With the 
Enemy Act. Both parties moved for judgment on the pleadings. The district 
court granted plaintiff's motion and denied the motion of the Attorney General. 
The court of appeals reversed, and certiorari was granted by the Supreme Court. 
On March 16, 1953, the Supreme Court affirmed the circuit court’s order by a 
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6-to-2 decision. The Court in its opinion pointed out that the difference between 
what was denied by the Director of Alien Property and what was left pending is 
important “for if the attachment and judgment create an interest in the property 
which can be retrieved from the Custodian under section 9 (a) the judgment 
will be paid in full. On the other hand, if it is only an allowable debt, under 
section 34, unless granted a priority it apparently will be paid only in part, 
since it appears claims against the Japanese nationals considerably exceed the 
funds in the Custodian’s hands” (345 U. S. 183, 73 Sup. Ct. 596). 

In Zittman v. McGrath (341 U. S. 446, 71 Sup. Ct. 832), the Supreme Court 
had said (841 U. S. at 464): 

“As against the German debtors, the attachments and judgments they secure 
are valid under New York law, and cannot be canceled or annulled under a vest- 
ing order by which the Custodian takes over only the right, title, and interest 
of those debtors in the accounts.” 

The Court then went on to say, however: 

“* * * All Federal questions as to recognition by the Custodian of the State 
law lien, or priority of payment, are reserved for decision if and when presented 
in accordance with the act.” 

The Orvis case then presented squarely the question of recognition by the 
Custodian of a valid State law attachment lien secured before vesting. The 
Supreme Court framed the issue before it in the Orvis case, as follows: 

“Whether the freezing order prevented a creditor from thereafter acquiring 
by attachment an ‘interest, right, or title’ in property such as will support a 
claim against the Custodian under section 9 (a) of the act.” 

The Court then went on to say: 

“We hold that the freezing order did have such an effect and that, while it 
recognized attachment liens insofar as they determined relationships between 
creditor and enemy debtor, it did not permit the transfer of a property interest 
in the blocked funds which could be asserted against the Custodian.” 

The Court also held that its decision in the Zittman case to the effect that the 
Government had given a general assent to State attachment procedures did not 
commit the Custodian to a recognition of transfers effected by such procedures. 
“The opportunity to settle their accounts with the enemy debtor was all that the 
permission to attach granted.” The limiting effect of the Government order was 
expressed in the following statement by the Court: 

“Because of the supremacy of the Federal Government on matters within its 
competence, the freezing order, while permitting an attachment for jurisdictional 
and other State law purposes, prevented the subsequent acquisition of a lien 
which would bind the Custodian under section 9.” 

In a dissenting opinion Mr. Justice Douglas said: 

“*As against the German debtors’ we said in Zittman v. McGrath (341 U. S. 
446, 463-464), ‘the attachments and the judgments they secure are valid under 
New York law, and cannot be canceled or annulled under a vesting order by which 
the Custodian takes over only the right, title, and interest of those debtors in the 
accounts.’ If we meant what we said, the claimants (in the position of peti- 
tioners in the present case) were more than unsecured creditors. They had 
lawful liens that could be proved in the Federal proceedings. A lien implies 
some priority. We reserved the question as to its nature. But if we meant no 
more than what is now granted, the dissenting opinion in Zittman v. McGrath, 
supra, page 465, should have been made the law then rather than now.” 

The result of the decision of the Supreme Court is to leave Orvis with a valid 
attachment against Sanko but without the right to enforce that attachment 
against property in the hands of the Custodian. The proposed bill (S. 995) pro- 
vides for the return of property remaining after payment of section 34 claims. 
It leaves unsettled the status of claims such as that of Orvis which, thoug 
based on valid attachments, have been denied section 9 (a) status as against 
the Alien Property Custodian. 

These attachment claims are legally entitled to preferential treatment as 
against the claims of general creditors, at least to the extent of the property 
upon which the writ of attachment was levied. However, the decision in the 
Orvis case leaves them in a no man’s land as far as the Custodian is concerned. 
That decision bars the enforcement of such attachment claims under section 9 (a ). 
It does not, however, indicate whether under section 34 the Custodian is required 
to recognize the preferential rights of such attachment creditor. 

Once the Custodian has reached the point in his administration of vested 
property where that property is merely to be distributed to claimants and any 
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excess returned to the former enemy alien, the Government no longer has an 
nterest in barring the enforcement of such an attachment lien as that of Orvis 
\s between such an attachment creditor and general creditors the Custodian 
should be required to give full recognition to the attachment lien in his distribu- 
tion of the vested property. Such recognition is not now required by the statute 
It is proposed that this be made clear. 

Unless the proposed bill (S. 995) is so clarified a most unusual situation could 
arise. The Custodian is authorized to allow claims under section 34, but he is 
not sitting as a court of law and his adverse determination with respect to any 
particular claim will not defeat the legal rights of that claimant against the 
former enemy alien. If he should reject the Orvis claim for any reason what- 
soever, Orvis would be in the uncomfortable position of having an attachment 
good under New York law and valid under the decisions of the Supreme Court 
of the United States, but with the attached property removed from its reach by 
an order of the Custodian returning it to the former enemy alien 

The inconsistency of such a situation with the other provisions of 8. 905 
emphasizes the need for clarification in respect to such claims as that of Orvis 

Subdivision (d) of amended section 40 would provide that the person to whom 
return is made “shall have all rights, privileges, and obligations in respect to 
the property or interest returned or the proceeds of which are returned which 
would have existed if the property or interest had not vested in the Alien Prop 
erty Custodian * * *.” This language literally creates a situation which is 
contradictory to the rights created by a valid attachment under State law. The 
property so attached must be delivered into the possession of the sheriff unless 
released by an adequate bond posted by the attachment debtor. The wording 
of section (d) would appear to contemplate the return of vested property (or its 
proceeds) to the attachment debtor without requirement of the posting of a bond 
to secure the attachment creditor. No provision is made for the surrender of the 
property to the sheriff or other public officer entitled to custody thereof by virtue 
of the attachment. 

It is apparent that the draftsman of the proposed bill intended to preserve the 
rights of parties in the position of Orvis, but failed to cover the precise situa- 
tion by adequate language. In subdivision (e) the bill provides that “no return 
hereunder shall bar the prosecution of any suit at law or in equity against a 
person to whom return has been made, to establish any right, title, or interest, 
which may exist or which may have existed at the time of vesting, in or to the 
property or interest returned.” This provision while important does not provide 
adequate protection for an American creditor who is already in the position 
of an attachment creditor. If the property is returned to the enemy alien, the 
authority to maintain a suit to vindicate and enforce the attachment lien is small 
comfort if the attachment creditor must go to Japan for this purpose. 

Again in subdivision (f) the bill provides that after publication of notice of 
intention to return such property “the property or interest or proceeds specified 
shall be subject to attachment at the suit of any citizen or resident * * * in the 
same maner as property of the person to whom return is to be made”. This 
provision is, of course, designed to enable claimants against the former enemy 
alien to assert their claims through attachment proceedings. It omits, how- 
ever, any reference to attachments already effected. Without appropriate treat- 
ment of such attachment liens there might be serious controversy between 
attachment creditors as to their respective liens. 

It is understandable that the situation here dealt with was not contemplated 
by the draftsman of the law because it is unlikely that there have been a great 
many attachments the validity of which has been established by the decision of 
the Supreme Court at the same time that it decreed their unenforceability as 
against the Alien Property Custodian. The number of such claims among all of 
the properties vested by the Alien Property Custodian can be ascertained only 
by the Alien Property Custodian himself. It is respectfully submitted, however, 
that regardless of numbers or amounts involved, the situation is sufficiently im 
portant to justify such revision of the wording of the proposed bill as to cover a 
class or group of claimants who are clearly entitled to as much consideration as 
creditors who might file new attachment process against the properties to be 
returned. 

The revision which we are proposing in S. 995 is intended to resolve the am- 
biguity resulting from the decision of the Supreme Court in the Orvis case. 
While the Alien Property Custodian is left with full power in the administration 
of the vested property, he should not be permitted to exercise greater powers than 
a bankruptcy court in distributing the vested property. His function as a pro- 
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tector of the Government’s interest in the vested property is one thing. His 
powers as an agent of the Government in the distribution of the property to those 
entitled to it or to its proceeds should be subject to all of the legal restrictions 
imposed upon any receiver or trustee in bankruptcy. The constitutional author- 
itv of the Federal Government outside of the bankruptcy power to impair the 
effectiveness of State court process and liens created thereby should be strictly 
limited to those situations in which the exercise of such power is in aid of the 
war powers. The executive branch of the Federal Government should not be 
permitted to exercise the powers of a bankruptcy court in distributing to claim- 
ants the proceeds of vested property in which the Government no longer has any 
interest. Equity among claimants does not require or even permit the Custodian 
to disregard liens valid under State law. 

In order to accomplish the foregoing, the following words should be added at 
the end of the first sentence of section 40 (a) in line 12 on page 2 of the bill: 

“Before returning any property the Custodian shall satisfy all claims allowed 
in proceedings pending in the Office of Alien Property, paying in priority to the 
claims of general creditors any judgment claims based upon writs of attach- 
ment levied upon property of the enemy alien prior to vesting thereof, which 
judgment claims shall be liquidated by the Custodian out of the property subject 
to the levy of the attachment to the extent required by the writ.” 

The foregoing will grant recognition to claims supported by attachments 
valid under State law and acquired prior to vesting, and will prevent the return 
to a former enemy alien of any property upon which such a writ of attachment 
was levied prior to vesting. 

While this memorandum is submitted in connection with the subcommittee’s 
consideration of S. 995, we should like to point out that the suggested amend- 
ment is not necessarily dependent upon the adoption of the policy embodied 
in S. 995 to return vested property to former enemy aliens. Even though the 
subcommittee should recommend against the adoption of such policy, the need 
remains for an amendment of the Trading With the Enemy Act that will cor- 
rect the situation in which prevesting attachment creditors now find themselves 
as a result of the Supreme Court decisions. The Custodian has been made 
virtually a court of last resort. He has the power to deny an application for 
license which is nonappealable though such action be without stated reason 
or justification. Having denied such license, he then proceeds to ignore a lien 
created under State law. The Supreme Court has given him the “green light” 
to distribute the property which he holds without giving effect to such State 
law liens. Thus, he is enabled to benefit general creditors at the expense of 
lien creditors. 

What needs of the Federal Government justify such an invasion of the au- 
thority of the States? Why should an official of the executive branch of the 
Federal Government have the power to nullify an act of the judicial branch 
of a State government. If the action of the judicial branch of a State govern- 
ment is entitled to full faith and credit throughout the United States, it should 
be equally binding upon the executive branch of the Federal Government unless 
it is in conflict with the war powers or other similar authority of the Federal 
Government. 

The only solution to the program thus presented is an amendment to the pro- 
posed bill or to section 34 of the Trading With the Enemy Act. The language 
quoted above will serve this purpose in either connection. 

It is, therefore, respectfully suggested that if the committee should reject 


S. 995 an amendment should be drafted to section 34 embodying the proposal 
set forth above. 


Respectfully submitted. 


Barr, Marks, FrrepMAN, Bertiner & KLEIN, 
By DonatD Marks, 


Attorneys for Orvis Bros. & Co. 


APPENDIX A 


STATEMENT OF Facts CONCERNING THE Orvis LITIGATION 





Orvis’ customer was a Japanese house known as Sanko Kabusiki Kaisya. At 
the outbreak of the war the Sanko account was closed out with a very sub- 
stantial debit balance. 

On June 14, 1941, Executive Order 8389 became effective as to Japan blocking 
all transfer of evidences of debt or interests in property of Japanese citizens 
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without a Treasury license. In June of 1948 it was discovered that Anderson 
Clayton & Co. owed money to Sanko, and Orvis began an action in the Supreme 
Court of the State of New York against Sanko by attaching said indebtedness. 
The attachment was obtained without a prior Treasury license. A license 
was subsequently applied for, but the application was refused by the Treasury 

Orvis took judgment against Sanko in its attachment action on December 
3, 1948. The amount of the judgment was $20,713.84 with interest and sheriff's 
fees and costs and disbursements. 

After the entry of said judgment, Orvis and the sheriff began an action 
against Anderson Clayton & Co. to reduce its indebtedness to Sanko to the 
Orvis in the attachment action. This action in aid of attachment against 
Anderson Clayton & Co. was by stipulation held in suspense until the end of 
the war. Anderson Clayton & Co. was not informed as to the exact amount of 
its indebtedness to Sanko at the outbreak of the war, and it was agreed that 
the action in aid of attachment should be held open until the facts regarding 
the indebtedness to Sanko could be fully ascertained. 

Orvis took judgment against Anderson Clayton & Co. in its action in aid of 
attachment on October 28, 1945, in the sum of $5,136.09. This judgment was 
later amended nune pro tunc as of October 28, 1946, to cover an additional 
amount of indebtedness of Anderson Clayton & Co. to Sanko which came to 
light after the entry of the judgment. The judgment, as amended, provided that 
Orvis and the sheriff should recover of Anderson Clayton & Co. the sum of 
$29,633.24 to be applied in satisfaction of the judgment in the attachment action 
and interest and costs accrued in connection therewith. 

On June 27, 1947, the Alien Property Custodian issued vesting order 9282 
vesting the indebtedness of Anderson Clayton & Co. to Sanko in the sum of 
$5,101. On July 18, 1947, Anderson Clayton & Co. paid to the Alien Property 
Custodian the sum of $5,100.59 pursuant to said vesting order. 

On the same date, Anderson Clayton & Co. paid over to the Office of Alien 
Property an additional sum of $24,532.65 described as a prewar balance of in- 
debtedness of Anderson Clayton & Co. to Sanko, which had been transferred 
to Anderson Clayton's head office in January 1947. 

On November 25, 1947, the Office of Alien Property issuing vesting ordet 
10253 vesting said additional amount of $24,532.65. 

A claim was filed in the Office of Alien Property on behalf of Orvis Bros. & Co 
pursuant to section 9 (a) based upon the attachment and the judgment entered 
thereon. The claim was treated by the Director of Alien Property as an appli- 
eation for a retroactive license. An order was entered on February 15, 1949, 
by the Director of Alien Property denying said application “upon consideration 
of the notice of claim, and the information submitted by the claimants and other 
wise available to me” on the ground that the issuance of a retroactive license 
would grant Orvis Bros. & Co. a preference in the payment of their claim “at 
the expense of all other eligible creditors of the Japanese corporations.” 

Thereafter, a motion was made to dismiss the claim on the ground that 
Orvis Bros. & Co. were not within the meaning of section 32 (a) of the Trading 
With the Enemy Act “‘the owners of the property or interest described in the 
notice of claim immediately prior to its vesting or transfer to the Alien Prop- 
erty Custodian.” The motion was based upon the ground that the attachment 
was secured without a Treasury license, and that applications for such license 
had been denied by the Secretary of the Treasury on February 15, 1947, and, 
after filing of the notice of claim, by the Director of Alien Property under date 
of February 15, 1949. 

A hearing was held before a hearing examiner who granted the motion to 
dismiss on the ground that the order of the Director denying the retroactive 
license to the claimant “does constitute a ruling by the Director which, just as 
any other ruling by him, is binding on and to be respected by his subordinates.” 
A petition to review the decision of the hearing examiner was filed, and an 
oral hearing was requested. The request was denied, and the decision of the 
hearing examiner was affirmed by the Director of the Office of Alien Property on 
the ground that an unlicensed attachment did not create a property interest 
recognizable by the Alien Property Custodian. At no time did the Treasury 
or the Director of Alien Property ever give any reason for the denial of Orvis’ 
applications for license. : 

Thereafter, an action was commenced by Orvis Bros. & Co. and the sheriff 
of New York County in the United States District Court for the Southern Dis- 
trict of New York to secure a declaratory judgment to the effect that the un- 








622 RETURN OF CONFISCATED PROPERTY 


licensed attachment created a property interest cognizable under section 9 (a) 
of the Trading With the Enemy Act. Motions for judgment on the pleadings 
were made by both plaintiffs and defendant. Plaintiffs’ motion was granted 
and defendant's denied. Upon appeal to the court of appeals fer the Second 
Cireuit the orders were reversed. Certiorari was granted by the Supreme 
Court. After hearing, the Court affirmed the orders of the court of appeals by 
a 6-to-2 decision. 

It was thus finally determined that under the statute as it now stands an 
unlicensed attachment, though valid as against the enemy alien, is not en- 
forceable against the Alien Property Custodian. 





STATEMENT OF THE JAPANESE AMERICAN CITIZENS LEAGUE, SUBMITTED BY MIKE 
M. MASAOKA, WASHINGTON REPRESENTATIVE, JAPANESE AMERICAN CITIZENS 
LEAGUE, WASHINGTON, D. C. 


INTEREST OF JACL 


As the only national organization of Americans of Japanese ancestry, the 
Japanese American Citizens League (JACL), in the furtherance of its twin 
national slogans “For Better Americans in a Greater America” and “Security 
Through Unity,” has a special concern for two general types of legislation: (1) 
Those directly or indirectly relating to the welfare of persons of Japanese 
ancestry in this country, and (2) those affecting the international relations 
between the United States and Japan. 

Most, but not all, of JACL’s members are of Japanese ancestry: all, however, 
are American citizens. The JACL has 88 chapters in 32 States and the District 
of Columbia, with members in the Territory of Hawaii and Japan as well. 

The JACL, of course, as an organization does not have a claim nor does it 
represent any individual claimants who seek return or compensation for their 
seized property. This, however, does not mean that some of its members do not 
have claims. 

The four bills, S. 854, S. 995, S. 1405, and S. 2227, presently before this sub- 
committee of the Judiciary Committee, involve the wartime sequestrated prop- 
erty of Japanese, as well as German, owners vested under authority of the 
Trading With the Enemy Act, as amended, and therefore invites JACL’s con- 
sideration. 

Many Japanese-Americans have claims against the Office of Alien Property, 
as have their parents, some of whom may be in Japan at the moment. 

The return of this property to their owners in Japan, as well as to Japanese- 


Americans in this country, will have a most salutary effect on the international 
relations of the United States and Japan. 


TYPES OF CLAIMS 


AS we understand the claims against the Office of Alien Property, there are 
five classes or categories of title claims involving persons of Japanese ancestry: 

(1) Beneficiaries in Japan of insurance policies, bequests, trusts, etc., made 
by United States (including Hawaii) citizens or resident aliens in this country 
to their parents, family members, or relatives residing in Japan. 

In this category, we wish to call special attention to the contradictory policy 
of the Office of Alien Property. When an American soldier of Japanese ancestry 
was killed in our country’s service in World War II or in Korea, our under- 
standing is that his national service life insurance benefits were paid to his bene- 
ficiaries even though they were residing in Japan. On the other hand, if this 
same soldier also had some private insurance, his same beneficiaries in Japan 
were not qualified to receive these benefits which the Office of Alien Property 
vested. 

We can find no provision in the Trading With the Enemy Act which authorizes 
the Office of Alien Property to draw this fine distinction between the insurance 
policies of the Government and private companies. 

2) American citizens, both native-born and naturalized, whose properties were 
vested on the grounds that they were not the actual owners but were “cloaking” 
the properties for the “real” owners in Japan. 

It seems quite fundamental to us that where there is a question as to whether 
a United States citizen or a foreign national is the owner of property, any doubts 
should be resolved in favor of the American citizen, particularly in those cases 
in which the alleged foreign owners fail to file claims. 
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(3) United States citizens who were stranded in Japan during the war and 
re still there and whose properties remain vested by the Office of Alien Property 
though the war itself has been over for more than 10 years. 

As an illustration, we have in mind the case of Dr. George Kiyoshi Togasaki, 
probably the most distinguished Japanese-American in Japan today. Dr. Toga- 
saki is president of the Nippon Times, largest and most influential of the English 
language dailies in the Far East (which incidentally is aggressively pro-Ameri- 
can), chairman of the board of the International Christian University, imme 
diate past president of Rotary International's Tokyo Club, immediate past grand 
master of his Masonic lodge and a 33d degree Mason, director of the Japan, 
America Society, and a member and adviser of many organizations and associa- 
tions devoted to promoting better understanding and friendship between Japan 
and the United States. A veteran of World War I, he aided our military during 
the period of the oceupation and is personally acquainted with our military and 
diplomatic officials. He travels on an American passport and has contributed 
much to Japanese-American relations, but his property in California remains 
vested and he is ineligible to file a claim for its return. 

It is our belief that an American citizen, regardless of his domicile even 
in former enemy country, is entitled to the return of his property and that 
the citizenship of any American should not be qualified or restricted because 
of his place of residence. 

(4) Alien permanent residents of the United States who were stranded in 
Japan during the war and others who are former residents of this country who 
returned to Japin prior to the war and whose properties in the United States 
were vested on the theory that they were enemy nationals residing in a former 
enemy nation. 

Most of these vested properties are small bank accounts and such properties as 
homes, lots, insurance policies, etc., involving funds earned in the United States 
and kept here in this country, instead of being transferred to Japan prior to the 
war where they might have been of value to the military then in control of that 
Government. 

(5) Properties of Japanese nationals and businesses, including corporations 
and other juridical entities. 

These comprise the bulk of the vested properties; they represent the holdings 
of the Japanese commercial, business, and financial enterprises which were 
in this country at the time of the outbreak of war. 

Based upon our limited knowledge of the situation in pre-World War II days, 
although they were Japanese firms, not one of them was anti-American in the 
sense that they attempted to commit espionage or sabotage, nor did any of 
them encourage the militarists then in control of Japan to attack the United 
States. 

As a matter of fact, these companies had so much to lose in case of war 
between the United States and Japan that they opposed the war as much as 
individuals and businesses could in those tragic days in Japan. These were 
the people who knew at firsthand the tremendous power and resources of this 
land that could overwhelm an impoverished Japan’s relative potential. 

In addition to title claims there are various types of debt claims, the most 
numerous of which are those by American citizens and resident aliens of 
Japanese ancestry, for prewar deposits made with various Japanese banks 
which had branches in this country. 


STATUS OF VESTED PROPERTY 


According to the Annual Report of the Office of Alien Property, Department 
of Justice, for the fiscal year ending June 30, 1954, a total of 175 Japanese enter- 
prises in the United States were vested, with total assets as of the dates of 
vesting of $100,715,000. 

By June 30, 1954, according to this same official source, the number of enter- 
prises had been reduced to 57, with assets of only $37,445,000. 

Of course, these figures relate only to business enterprises and do not reflect 
the number or value of whatever other property may have been vested. 


PURPOSES OF BILLS 


S. 854, by Senator Langer, of North Dakota, proposes the return of sequestrated 
“property which an alien acquired, by gift, devise, bequest, or inheritance, 
from an American citizen.” 
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S. 995, by Senators Kilgore, of West Virginia, and Dirksen, of Illinois, pro- 
vides for the full return of all wartime vested property. It is similar to the 
Dirksen bill of the 83d Congress that was favorably reported by the Senate 
Commitee on the Judiciary but failed to receive action because of the lateness 
of the session. 

S. 1405, by Senator Clements, of Kentucky, authorizes the sale of any property 
claimed by a noncitizen upon a determination by the President that such sale 
is in the national interest or welfare during a period of war or national 
emergency. 

S. 2227, by Senator Kilgore, permits the return of up to $10,000 to natural 
persons. This is the so-called limited return bill proposed by the administration. 

JACL’s particular interest is in S. 854,.S. 995, and S. 2227, because these have 
to do with the return of property. Obviously, of course, JACL is most interested 
in the full and complete return of all property, or in lieu thereof, full com- 
pensation therefor. 

Not as technicians who can discuss the technical aspects of this problem, but 
as laymen concerned with the principle involved herein, JACL urges the com- 
plete return of all sequestrated property or full payment in kind where actual 
is not possible or practicable. 

Because an estimated 95 percent or more of the vested property of Japanese 
owners have been liquidated and are not “going concerns” at this time, S. 1405 
is not of immediate concern to JACL. 


100 PERCENT RETURN 


If the principle of the sanctity, the inviolability of private property is accepted, 
then only full and complete return is justified, for partial return only com- 
promises the principle and makes a mockery of our protestations. 

If the return is a matter of grace, then the magnanimity of our gesture should 
not be limited by the dollar sign, for whatever beneficial effects limited return 
may have on the recipients it may reap the whirlwind of ill will from those dis- 
criminated against and present to those enemies of America an easy and 
gratutious weapon to be used against us. 

With particular reference to S. 854, JACL takes the position that, meritorious 
as it is, it does not go far enough in its proposal to return certain property, and 
what is more, it restricts return only to Germans and Austrians. 

If return of property “which an alien acquired * * * from an American citizen” 
is justified, it seems to us all other property should also be returned, for the 
motivations are identical. 

If return is justified to Germans and Austrians, then most certainly the Japa- 
nese should not be barred. Arbitrary distinctions are, by their very nature, 
odious. But when they are applied as against one former enemy and not against 
another when the same fact situation prevails, they are particularly repugnant. 

Insofar as 8. 995 is concerned, JACL favors its underlying principle, although 
it has some reservations regarding the various formulas devised for the return 
of certain properties. Full and complete return should be made on the same basis 
for all sequestrated property. If 100 percent return is not possible, then full 
and complete payment in lieu thereof should be made. 

As for S. 2227, JACL repeats its criticism of S. 854, it does not go far enough. 
In the first place, a limitation of only $10,000 can hardly be defended on those 
traditional and historical grounds that have made and kept America great. But 
perhaps more important in the long run is the omission of authorization to make 
return to corporations and the other legal personages. Since our entire system of 
enterprise is based upon these corporate entities, their exclusion while recog- 
nizing natural persons is incompatible with not only the business facts of present- 
day life but also with our concepts of equality in and under the law. 

This bill makes two very obvious discriminations. One is between natural and 
juridical persons, a concept unique, to say the least, in our law. The other is in 
limiting payment only to $10,000. This means that those with vested property in 
amounts up to $10,000 will receive full return while those with vested property 
over that limit will be given only a partial return. 


JAPANESE PEACE TREATY 


Inasmuch as these properties of Japanese owners were sequestrated by author- 
ity of the Trading With the Enemy Act, as amended, a domestic statute, questions 


have been raised as to the provisions of the treaty of peace with Japan in respect 
to this matter. 
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The pertinent section of the treaty, article 14, chapter V, entitled “Claims and 
Properties,” specifically provides that Japan formally authorize each of the 
Allied Powers “to seize, retain, liquidate, or otherwise dispose of all property, 
rights, and interests” of “(a@) Japan and Japanese nationals, (0) persons acting 
for or on behalf of Japan or Japanese nationals, and (c) entities owned or con- 
trolled by Japan or Japanese nationals, which, on the first coming into force of 
the present treaty were subject to its jurisdiction.” 

Thus it would appear that the Japanese Government was required, as a con- 
dition precedent to regaining sovereignty, to relinquish the rights not only of 
the Government but of her nationals. 

At the same time, however, subparagraph (IV) of article 14 (a) 2 of the same 
treaty offers hope for remedial legislation by providing that “the right to seize, 
retain, liquidate, or otherwise dispose of property as provided in subparagraph 
(1) above shall be exercised in accordance with the laws of the Allied Powers 
concerned, and the owner shall have only such rights as may be given him by 
those laws.” 

Japanese owners of the sequestrated property in the United States declare 
that they were never consulted, and that, therefore, their Government had no 
right to “give away” their property, especially in the absence of special pro- 
visions to compensate them for the loss of their properties such as those 
protecting Italian and German property owners. 


ITALIAN AND GERMAN SITUATION 


Article 79 of the treaty of peace with Italy, signed in Paris February 10, 1947, 
provides that “the Italian Government undertakes to compensate Italian nationals 
whose property is taken under this article and not returned to them.” 

Similarly, in the Bonn Conventions of May 26, 1952, it is stipulated by chapter 6 
(concerning reparations) that “the Federal Republic (of Germany) shall insure 
that the former owners of property seized pursuant to the measures referred to 
in articles 2 and 3 of this chapter shall be compensated.” 


DISTINCTION BETWEEN JAPANESE OWNERS AND OTHERS 


It is clear that the official documents between the various governments con- 
cerned in this particular problem make a distinction between the property of the 
Japanese owners and those of Italian and German owners; yet all three (Japan, 
Germany, and Italy) were enemies and active belligerents of the United States 
in World War Il. The distinction is that, while Italy and Germany are obligated 
to compensate their nationals for their sequestrated property abroad, the Japa- 
nese Government undertook no such obligation. 

Moreover, the treaty of peace with Italy specifically provided for the full and 
complete return of wartime vested property to both natural and corporate 
Italian persons, provided that the Italian Government paid a sum of $5 million 
to American war claims against Italy. 

Summarized briefly, it may be said that our Government returned the vested 
property of Italian nationals after the war and further provided that the Italian 
Government undertake to compensate her citizens whose property was not re- 
turned. 

With respect to Germany, our Government required her to compensate her 
nationals for vested property which was not returned. 

Japan, however, was not required to provide compensation for her nationals 
whose property was vested by the United States and, therefore, her nationals are 
in a considerably worse situation than are the nationals of Italy and Germany 
who were and are similarly situated. 

Also, Japan has declared that she cannot compensate her nationals for property 
confiscated by the United States because she is not in a position to also com- 
pensate for the losses suffered by her nationals in such Overseas possesions as 
Manchuria, Korea, ete. 

This means that only the Japanese owners of property sequestrated in the 
United States are to be denied compensation of some kind by their own govern- 
ments. 

It would seem to us that the United States has some responsibility in this 
regard since we dictated the treaties of peace in each case. 
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PRECEDENTS FOR RETURN 


The return of this property or full payment in lieu thereof is in keeping with 
the precedents established by this Nation after previous wars. 

The World War I example cannot be overlooked. 

Neither can the precedent established by the Italian Treaty of Peace. 

If the property of Italy and her nationals was returned to her because she 
became an ally of the United States, then most certainly the property of Japan 
and Germany should be returned, for today these two nations are no longer 
enemies but allies in every sense of the word. 

To discriminate against allies does not preserve good will. In World War II, 
Italy, Germany, and Japan were all enemies of the United States and her allies. 
Now, all three are counted on as allies. But Italy has been more favorably 
treated as to her seized property in the United States than have Germany and 
Japan. The time has now come when this obvious discrimination against 2 of 3 
allies who were once our enemies must be eliminated, and all vested property be- 
longing to Germany and Japan and her nationals should be returned or pay- 
ment made in full forthwith. 


SEVEN NATIONS RETURN PROPERTY 


Seven nations have already adopted a policy of returning Japanese property 
seized during the late war and have either completed the return or payment for 
such property or are now in the process of doing so. 

These countries are Argentina, Brazil, Chile, and Peru in this hemisphere. 
and Ceylon, India, and Pakistan in Asia, according to the information given 
us on this subject. 

Thus, the United States would not be the first to activate the principle of 
return or equivalent payment so far as Japan is concerned. In fact, unless 
the United States does so immediately, the comparison with these seven nations 
that have made arrangements to return or pay for confiscated property will not 
be favorable to us. 


AMERICAN CLAIMS IN JAPAN 


Perhaps it should also be stated for the record at this point that Japan, in 
accordance with its treaty obligations under chapter V, article 15, has estab- 


lished a procedure whereby claims against United States property in Japan 
vested, damaged. or lost during the war are being adjudicated and paid. 

Our understanding of the situation there is that 598 Americans filed claims 
for a total of $51,038,000 for damages or loss to their property in Japan. 

As of the end of January 1955, $8,951,520 had been paid to American claim- 
ants, thereby attesting to the fact that this program is well under way. 

If Japan is so doing, even though under treaty obligations, it does not seem 
proper that the United States should refuse to follow the same procedure and 
either return or provide payment for Japanese property vested and held in this 
country. 


“TREATY OF RECONCILIATION” 


The fact that the treaty of peace with Japan of 1952 has been called the 
“treaty of reconciliation” stems from the fact that the heretofore burdening 
reparations were waived by the Allied Powers. By terms of the treaty in 
chapter V, article 14 (a), Japan recognized that reparations to the Allied 
Powers should be paid, but it was also recognized that since it would be im- 
possible to do so and Japan still maintain a viable economy, services of the 
Japanese people would be negotiated instead with the Allied Powers whose 
present territories were occupied by Japanese forces for repairing the damage 
done. 


These negotiations are under way with the Asian countries, and one, with 
Burma, has been concluded. 


The United States might make a claim for reparations via services under this 
provision but has not done so. 

Furthermore, article 16 provides that assets of Japan in neutral countries 
and countries at war with the Allied Powers, or the equivalent of such assets, 
shall be transferred to the International Committee of the Red Cross for liquida- 
tion to be paid as indemnity to those members of the Armed Forces of the Allied 


Powers and their families who suffered undue hardships while prisoners of war 
of Japan. 
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The United States first joined with 12 other nations in the claim under this 
irticle but afterward renounced these rights. For, instead, under the War 
Claims Act of 1948 the United States Government had taken the liquidated 
proceeds of Japanese and German vested property and paid the American 
prisoners of war, thus using funds from seized private property to pay a debt 
of the Japanese Government of national obligation. 

The payment by the Japanese Government under article 16 totaled about 
£4.500,000 and was completed in May 1955. 

Thus, although reparations were waived by the United States Government, it 
virtually demanded that reparations be made from the confiscated assets of 
sapanese private property. 

If the treaty of peace with Japan were to be considered a treaty of reconcilia 
tion, the sincerity of that principle is dubious and questioned by the people 
of Japan when the sequestrated private property of a few, in lieu of reparations, 
is used to pay for the responsibility of the Japanese Government 


JAPANESE EXPECT RETURN 


It may be said, categorically, too, that the Japanese expect the return of 
their property or their money equivalent. 

When I first visited Japan in 1952 and again from December 1954 to Janu 
ary 1955, claimants with whom I talked, including businessmen and company 
officials, as well as stranded former United States residents and parents of 
American GI’s who were killed in action, were much more positive than I that 
the United States would return their confiscated property or provide full com 
pensation in the immediate future. 

They alleged that the principle of payment in kind after the end of hostilities 
was an established principle of international law, to which the United States 
certainly adhered. 

Moreover, they cited leading American authorities to prove that the principle 
of return of wartime sequestrated properties was an established doctrine of 
United States law. 

When I explained to them that their own’government (Japan) had renounced 
its own rights and the rights of her nationals to this vested property in the 
United States in the treaty of peace, in lieu of reparations, I was asked by 
what right did the Japanese Government, without consulting them individually 
as interested parties, give away their private property. And, by what right did 
the United States Government, except that of having defeated Japan in a war, 
accept private property for a public obligation. 

If the treaty of peace was actually one of reconciliation and friendship, rather 
than one in the former tradition of revenge and retribution, why did the United 
States Government insist upon keeping this private property belonging not t 
the Japanese Government but to individual subjects who were not in any kind 
of position to insist upon their rights. 


DISPROPORTIONATE BURDEN 


To suggest that the private properties of these few individuals and businesses 
should be used to pay for the war guilt of Japan is to require these few to 
assume a disproportionate share of their nation’s obligations in this regard 

Moreover, as it was pointed out to me on several occasions, if the Japanese 
Government had been required to pay reparations, then these private properties 
would, in all probability, have been returned. And, to meet the reparation pay 
ments, the Japanese Government would have taxed all of the people of Japan 
But, as the matter stands at present, a comparatively few are, without consulta 
tion on their part, forced to bear the whole burden for the entire nation’s war 
guilt. 

These claimants do not see themselves as enemy nationals, but as friendly 
nationals who believe that they are not being treated properly by the Nation 
which they so admire and for which they hold so much affection. 


FRIENDS OF AMERICA 


The businessmen who established prewar enterprises in this country were 
those who had the greatest faith and friendship for America. They are the ones 
who know America best and are the logical ones to best advicate a national 
policy for Japan of close cooperation and amity with the United States. 
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To establish branches in a foreign country required considerable capital and 
outstanding personnel. Thus, most of the Japanese prewar firms in the United 
States were relatively large. And their United States executives and employees 
were among the best. 

Today, these executives, trained in and learned in the ways of the United States, 
are eagerly sought by government and industry for advice and counsel not only 
regarding American Government policies and practices but also concerning pri- 
vate industrial operations and methods, for this country still remains in the eyes 
of the vast majority of Japanese the Nation with the most to offer Japan and the 
one to emulate. 

So, it is quite evident that by retaining these confiscated properties of private 
Japanese individuals and businesses, we are alienating our best friends in Japan, 
those who are most qualified to preach the doctrine of free enterprise in a 
democratic society. 

We are also by our shortsightedness in this regard penalizing those in Japan 
who hope to reopen and reestablish branches and offices here. This they can 
do only on a limited scale since their property is now vested. Yet these friends 
are the logical partners who can promote trade and commerce between these two 
great powers in the budding Pacific era, 


CONTRADICTORY FOLICIES 


Our friends in Japan are confused by a seeming contradictory American policy 
toward their nation. 

On the one hand, the United States provides generous aid in rehabilitating 
her economy. The United States encourages her to establish a satisfactory 
defensive military, naval, and air force. The United States sponsors Japan’s 
aspirations in many international fields of endeavor and cooperation. 

On the other hand, these same United States continue to adhere to discarded 
and discredited programs which were conceived in the hate and hysteria of war. 
An outgrowth of one of these outmoded policies is the confiscation of private 
Japanese property in this country by our Government as an expression of penal- 
izing the aggressor and forcing payment for damages inflicted upon this Nation, 
thereby in some unexplained way creating a deterrent to future war. 

The Japanese, too, are confused over just what United States policy is in regard 
to these wartime sequestrated properties. 

As people who are not familiar with our system of checks and balances, they 
believed that, as under their parliamentary system, if a spokesman for the 
administration enunciated a policy, that policy would be approved by the Con- 
gress, or the Government would fall for lack of confidence in its leadership. 

In this light, then, it is not difficult to appreciate the chagrin and disappoint- 
ment that resulted when the Congress last year failed to enact legislation for 
the full return of all this property after our Secretary of State had so eloquently 
expounded on the doctrine of nonconfiscation of private property before this 
same Senate Judiciary Subcommittee on July 2, 1954. 

Imagine what their consternation must be today that our Government, after 
informal conversations with her representatives on this subject, has urged a 
program of limited return and then only to natural persons, a program which the 
same Secretary of State now embraces but who only a year ago argued for 
complete return. 


LETTER FROM A FRIEND 


I recently received a letter from a friend of mine in Tokyo, Japan. He loves the 
United States and longs to return. But his company’s assets were vested at the 
outbreak of war, and under existing law they cannot be returned. 

While it is true that his letter may be self-serving, I believe that the committee 
should hear what he has to say, because I have the feeling that his thoughts are 
generally representative of those involved in this matter. 

“Nippon Times (which happens to be the largest English language daily in 
Tokyo, and also its most outspoken advocate of closer ties with the United 
States), in May 26, 1955 issue, reports as follows: 


“JAPAN PAYS PW BILL; $13 MILLION 


“Japan yesterday executed completely its duty under article 16 of the San 
Francisco Peace Treaty to pay compensation to allied personnel taken. prisoner 
here during the war. 
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“The Foreign Office announced last night that a remittance of 4,500,000 pounds 
sterling had been sent earlier yesterday to the International Red Cross. The 
money will be distributed among nationals of 11 allied nations, according to 
an agreement reached in Tokyo November 30 

“The United States is not included since it had renounced its rights to claim 
such compensation.” 

(Then article 16 of the peace treaty is quoted. ) 

“Our particular attention was called to the last paragraph of the Nippan Times 
report. According to this, 

“(1) The United States says it renounced its rights to claim compensation 
against Japan, but actually, 

“(2) It confiscated Japanese private property and used it for the same purpose 

“It sounds very generous under (1), but the United States took the money Just 
the same under (2). This is hypocrisy. Worse than that, while taking the same 
amount of money the United States penalized private persons or firms (who are 
pro-American) rather than Japanese Government. 

“If the United States had not renounced to claim compensation against Japan, 
the Japanese Government would have paid it to the United States and our money 
would have been returned. We wonder if we still have to feel that the United 
States is generous or friendly or even reasonable to us. 

“TI think that the above represents the feeling of the Japanese business firms 
who are concerned about this problem. I am very much worried about the ill 
feelings which are bound to be created among the important and pro-American 
firms in Japan.” 

This letter summarizes more eloquently than I can the very imperative reasons 
for the immediate enactment and implementation of legislation to return or pay 
equivalent amounts for the property of German and Japanese which were con- 
fiscated by us as a wartime exigency. This legislation would not only help our 
two new allies, Germany and Japan, in their economic rehabilitation, but also 
seal their bonds to us through this master stroke of foreign policy, which is 
simply a reaffirmation of historic American principle in the field of private 
property. 

REASON FOR JACL SUPPORT 


In briefly restating some of the reasons as to why JACL supports, as expressed 
in previous hearings before this same subcommittee and an ad hoc subcommittee 
of the House Foreign Affairs Committee, we particularly direct the attention of 
this subcommittee to the final report of the Subcommittee to Examine and Review 
the Administration of the Trading With the Enemy Act of the Committee on the 
Judiciary of the United States Senate, the predecessor subcommittee, issued in 
the spring of 1954. 

With few reservations we endorse the findings and conclusions of that subcom- 
mittee which, incidentally, was under the chairmanship of Senator Dirksen. 

We also refer this subcommittee to the report (No. 1982) of the full Senate 
Judiciary Committee on 8. 3423, predecessor to 8S. 995, one of the bills presently 
under consideration, issued in the summer of 1954. 

With few reservations we endorse the findings and conclusions of both the 
subcommittee report and the full Judiciary Committee report on this subject of 
full and complete return of wartime vested property. 


IN BEST SELF-INTEREST 


. 
We believe that it is in the best self-interests of the United States either to 
return this confiscated property or to provide dollar payment for this property if 
a return is not possible. 


PROMOTE FOREIGN POLICY 


Though only a short decade ago Germany and Japan were our implacable 
foes, today we call upon them to stand firm against an even greater menace than 
the totalitarianism of the Nazis and the Fascists: the cold and ruthless world 
conquest of communism. The enemies of 10 years ago are depended upon to 
help defend the western front and the eastern shores as valuable allies. 

Both Germany and Japan are the great industrial workshops of their respec- 
tive areas; both are the well-established prizes which communism seeks. If 
communism wins either or both, it will surely gain control over the rest of 
Europe and Asia. Both have the trained manpower too that communism covets; 
both proved their fighting ability in the last world war, a military potential 
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that communism fears. Both have what the Kremlin needs most to complete 
their dream of world subjugation. 

Because Germany and Japan can be so valuable to Russian ambitions they 
are of even greater importance to us. The United States, indeed, the free 
world cannot afford to alienate the present strong ties that bind Germany and 
Japan to the West. 

Stated positively, the United States must at every legitimate opportunity 
demonstrate its sincere good will and amity for the peoples as well as the govern- 
ments of these two new allies who are, traditionally and historically, friendly 
to us as a nation and as a people. 

We now have an opportunity to make such a showing of genuine regard for 
the peoples of Germany and Japan by enacting appropriate return legislation. 

To return, or to pay German and Japanese owners for the property which our 
Government seized in wartime, would be one of the most effective demonstrations 
that we could possibly make to humanize and personalize our foreign policy. 


SECRETARY OF STATE'S STATEMENT 


In this regard, it may be interesting to recall the testimony of Secretary of 
State John Foster Dulles a year ago, before this same subcommittee of the 
Senate Judiciary Committee, testimony which the Secretary has apparently for- 
gotten during the past 12 months: 

“* * * T consider that it is highly appropriate that the Congress review our 
legislative policy in this field. The seizure and disposition of enemy property was 
made during and immediately after the active war, when feelings were in- 
fluenced by the events of that period. I think it is useful to have a fresh look 
at what is being done in the light of changing world circumstances and experi- 
ence in administering the legislation.” 

* * * * * + * 

“The policy adopted after World War II, of completely eliminating ownershop 
of enemy private property was a departure from historic American policy after 
other wars. I, myself, have had some experience in this field. I worked on this 
very problem at Paris in connection with the Treaty of Versailles at the end 
of the First World War. 

“T ean say frankly that I would like to see a return to our historie position, 
the position of the sanctity of private property in time of war, to return to that 
historic position to the extent that may be practical, although I recognize that 
there are considerable difficulties in dealing with the matter on that basis 
after so long a period of time. 

“As I stated in the Department’s letter to the committee * * *, there is no 
objection from any foreign policy viewpoint to the return, as a matter of grace, 
of vested German property and of Japanese property. In point of fact, any 
action of this character would be welcomed both by the Governments of the 
Federal Republic of Germany and of Japan as an indication of return to more 
normal relations, and would, of course, be welcomed by the many owners of 
the property. 

“T personally feel deep sympathy for the burdens which have been placed 
upon large numbers of people who had small property holdings in this country 
representing interests in estates and trusts and investments, pensions, life insur- 
ance policies, and the like.” 


ECONOMIC REHABILITATION 


West Germany and Japan, particularly the latter, could well use the dollars 
so returned in the rehabilitation of their war-wrecked economies. It is to be 
remembered that, though the external threat of communism is readily apparent, 
more insidious and more dangerous is the internal threat which breeds upon 
hunger, poverty, and discontent. 

It will little profit us if, while building up German and Japanes armed might, 
we tolerate and even invite the growth of communism in these countries by 
refusing to recognize the vital need for a healthy, expanding economy that con- 
stantly raises the living standards of their respective peoples. 

The vested amounts involved are relatively small, but their significance can- 
not be underestimated. For Japan especially, the payment of even a few mil- 
lions in dollars may well ignite the spark of reconstruction, for it would make 


available to the friends of America the needed funds to help rebuild and modern- 
ize their factories and industries. 
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Ly strengthening our friends in Japan and Germany through this program, 

e ure speeding the day when these allies will no longer need economic and 

litary aid from us, thereby decreasing our tax loads by reducing necessary) 

reign expenditures. 

In the meantime, while these allies are becoming stronger and more able to 
support themselves, these dollars will mean that to the amount of payments made, 
\merican taxpayers muy be relieved of the burden of taxes to provide this 
mergency, temporary foreign aid. 

In response to a question by Senator Dirksen as to the precedent established 

the treaty of peace with Italy after World War II, Secretary Dulles replied 
nat: 

* * the action taken at the end of the First World War is perhaps a closer 
example (to the full return of all property as proposed in a bill sponsored by 
Senator Dirksen and others in the last Congress) in that the Treaty of Versailles 

uthorized the powers who had then vested German property to retain it Most 

f them did. But the United States consistently, with its policy of recognizing 
the sanctity in time of war, did make restitution, by and large, of the seized 
property. 

“I believe that in doing so we enhanced our own prestige in the world and that 

was good business from the standpoint of the United States to do it. 1 believe 
that the foreign policy of the United States should be conducted with a view 
to promoting the long-range interests of the United States, and I believe that it is 

the inierest of the United States to have a policy and stick to a policy which 
means that if foreigners invest their property in this country, have interest 
nu this country, have bank accounts here, insurance policies here, annuities here, 
things of that sort, they can be sure that is a safe place in which to have the 

“In the long run, I believe it is in the interest of the United States to establish 
that kind of reputation, which we have had over many years. And I believe 
we get indirect benefits from such a policy which need to be weighed in the 
scales as against the immediate cost to carry out such a policy.” 


SANCTITY OF PRIVATE PROPERTY 


Historically, the United States has insisted upon the principle of the integrity 
of private property, especially as it concerns American private investments 
abroad. To retain private property seized during the late war, 10 years after 
hostilities, makes a mockery of our established position in this regard 

Historically, too, the United States does not believe that private citizens should 
be punished for the crimes of nations or governments. Indeed, when the House 
of Representatives was debating the return of German property after World 
War I, in December 1927, Representative Sam Rayburn, of Texas, now the Speaker 
of the House, declared in part: 

“* * * from the days of Hamilton and Jefferson and Marshall down to now 
every man who had a reputation that extended beyond the community in which 
he lived and has spoken and written on this question said, that long before that 
time that all civilized nations had looked upon the question of confiscating 
private property for the satisfaction of a public obligation with obloquy. That 
has been our policy. Every writer upon international law in America from that 
time to now who has been recogniz°d as an authority has taken the position 
that the most savage doctrine ever announced by any people anywhere was that 
private property should be taken for the satisfaction of a public obligation * * *” 

As the world’s richest nation, as the great creditor of these times, we have 
investments totaling more than about $17.5 billion in foreign lands. From these 
foreign investments, an income in excess of $2.5 billion a year is realized by this 
country. 

For the United States to refuse to return or pay for in full wartime seized 
property is to establish a precedent for the confiscation of private property which 
may invite expropriation of American investments abroad. 

From the selfish concern for the inviolability of United States private property 
holdings in foreign lands, it would seem niost inappropriate for this country 
of all the nations on earth to refrain from returning the private vested property 
of German and Japanese nationals. 


T7585 j6— 41 
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SECRETARY DULLES ON EXPROPRIATION 


It is interesting in this connection to recall Secretary of State Dulles’ reply 
during hearings conducted a year ago to the following question by Senator 
Dirksen : . 

“Do you see any connection between what we did in the revised Trading Wit 
the Enemy Act in completely changing our concept from custodianship to confis- 
cation with what I esteem to be the growth of the expropriation idea in the 
world, as, for instance, the refineries in Iran [and] certain actions that took 
place in Latin America ? 

“There has been, I think, according to the record, some growth in this idea; 
which, of course, means that age-old regard for private property has weakened 
a good deal. 

“Do you see any relationship between what we have done during and after 
World War Il and the growth of that idea in the world?” 

The Secretary of State responded as follows: 

“T see some relationship between it. 

“I recognize that there is force in what you say, to the effect that our own 
position to protect American interests abroad is strengthened if we protect 
foreign interests that are here. 

“I would think that in an era when we expect American interests abroad, 
American capital investments abroad, that it is wise for us to adhere ourselves 
strenuously to the highest standards of conduct in relation to those matters. 
That puts us in a better position to call upon others to apply the same standards.” 


NEED FOR APPROPRIATIONS 


In recalling previous hearings on this subject of returning vested property, 
the question of needed appropriations by the Congress to pay for the liquidated 
properties has always been a most vigorously pursued one. 

Since practically all sequestrated Japanese properties have been liquidated 
by the Office of Alien Property and their proceeds transferred to the War Claims 
Commission as provided in the War Claims Act of 1948, this problem is of 
special moment to the Japanese owners. 

As this Senate Judiciary Committee itself declared in its report on a prede- 
cessor full return bill in the summer of 1954: “For those who are agreed that 
a policy of confiscation of private property is inimical to historic policy, public 
interest, and sound judgment, there is no question of appropriation to reimburse 
individuals whose property has been seized.” 

The committee report states that the money to pay for War Claims should 
have come from the Treasury, and not from the liquidated proceeds of vested 
property, in the first place. Therefore, the committee felt that the necessary 
funds to compensate for the liquidated proceeds should logically come from the 
Treasury. 

JACL concurs in this view. Since the Treasury was not called upon to pay 
the war claims of United States citizens under the 1948 act, using instead funds 
diverted from the Office of Alien Property and belonging to German and Japa- 
nese owners, it should now be called upon to make up for its improper use of 
moneys from the Office of Alien Property. 

At previous hearings, various alternatives were suggested, such as utilizing 
the funds that Gerinany and Japan may possibly repay in the future for post- 
war economic aid, ete. 

It is our position that the return of confiscated property or payment in full 
for such property in lieu of return is a policy question for this Congress that 
should be determined on its individual merits and should not be made contingent 
on other equally important principles and policies. 

For the sake of America’s future, we are of the considered opinion that the 
question of what should be done with these wartime confiscated properties is 
sufficiently important as an issue to stand alone and to be considered alone as 
a basic issue to be resolved. 

We take the same position in regard to the postwar economie aid given to 
Japan. 


We cannot and do not necessarily represent Japan’s sovereign views on this 
subject. 

sut we do feel, as Americans, that her obligations, if any, as to whether and 
how much of this aid was considered. in the nature of outright gifts; how it 
should be repaid, if repaid it must be; and when, ete., are separate and distinct 
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problems from that of the return of confiscated property held by the United 
States. As such, we hold that these two entirely unrelated subject matters 
should be considered and treated as two separate and different problems 

The public problem of debt settlements should not be confused with, or tied 
to, the entirely different private problem of paying for confiscated property. To 
provide payment contingent on a debt settlement is to violate the very principle 
which our present policy in relation to these properties profane, that private 
property should not be used to meet public obligations. 


PRIORITY OF RETURN OR PAYMENT 


At previous hearings also, complicated, technical, and legalistic questions were 
raised in relation to so-called windfall profits, shares purchased by American 
stockholders, and the continuing contributions by United States management and 
labor in the going concerns under supervision by the Office of Alien Property 

Such problems, of course, do not rise in connection with those liquidated prop 
erties against which there are few, if any, debt claims. 

To expedite any return or payment program, in the interest of more efficient 
and less costly administration, we respectfully suggest that the claimant-owners 
of these liquidated unencumbered properties be paid first, without regard as to 
the dates of vesting or filing. 

If something along these lines is not developed, relatively simple and easily 
paid claims may be held up, pending settlement and even litigation of the more 
complicated and complex ones. 

No useful purpose will be served by holding up action on the more simple 
claims, while the more controversial and technical ones are being processed ; uc- 
cordingly, priority should be given to those claims that can be settled quickly 
and easily. 

CONCLUSION 


JACL is of the considered opinion that the time has come when the Congress 
should enact legislation directing and authorizing the Attorney General to make 
full and complete return of all wartime vested property, or to compensate in full 
where return is impossible or impractical. 

JACL believes that such a program will not only be in our national self-interest 
but also will be one of the most effective means of promoting our international re- 
lations with Germany and Japan, nations on whom we must depend for our 
defense in the East and in the West. 

In the words of the subcommittee that examined and reviewed the administra- 
tion of the Trading With the Enemy Act, as reported in 1954: 

“* * * the record * * * clearly indicates that the policy of confiscation of 
individual enemy property located in the United States has been an unsound 
deviation from international law and the historic policy of this Government 

“While the prospects of continued administration of alien properties for 50 
or more years, estimated as required for the liquidation of the present program, 
is startling and the inequities visited upon American citizens and aliens alike is 
shocking, the inconsistency of the results of the administration of the Trading 
With the Enemy Act with the overall foreign policy of the United States is the 
most glaring deficiency of the program. 

“Appropriation by Congress of $3 billion for the economic rehabilitation of 
Germany locking to the creation of a bulwark of democracy against Communist 
aggression in the West and the expenditures of like sums for like purposes in 
Japan is completely inconsistent with the seizures of $500 million representing 
the private property located in the United States of citizens of the countries with 
whom we seek alliance. These individuals with economic and family associa 
tions with this country should be the ones to whom we could look for sympathy 
and enthusiastic support. ‘Today these individual are alienated by a short 
sighted policy. 

“Furthermore, billions of dollars in American investments abroad and addi 
tional risk capital sought for the development of world markets is jeopardized by 
this policy of confiscation which sets an unfortunate precedent for similar action 
against our own investors by foreign sovereign governments. 

“It is the conviction of the committee that legislation drawn with the purpose 
of eliminating confiscation of private property as a program of the United States 
will not only be consistent with foreign policy and private enterprise ideals of 
individual ownership but will make possible the speedy liquidation of an ad- 
ministrative burden of government and afford the equitable relief for which need 
has been demonstrated.” 





634 RETURN OF CONFISCATED PROPERTY 


GRAUBARD & MosKovitz, 


Vew York, N. Y., November 23, 1955. 
Hon. OLIN D. JOHNSTON, 


Chairman, Subcommittee on Alien Property, 
Committee on the Judiciary, Washington, D. C. 


Dear Str: We beg to acknowledge, with thanks, receipt of notice advising that 
the Judiciary Subcommittee of the Trading With the knemy Act, of which you 
wre chairman, will hold public hearings beginning November 29, 1955. The 
undersigned represent Elisabeth yon Oberndortf, a person whose claim for return 
of vested property has been denied by the Department of Justice, Office of Alien 
Property. The undisputed facts relating to said claim, as found by the (Office 
of Alien Property, show that the claimant at the risk of her life and liberty 
worked with and for the Underground and the Allies within occupied territory 
during the war. These facts are set forth on pages 41 et seq., of the Final Report 
of the Subcommittee To Examine and Review the Administration of the Trading 
With the Enemy Act of the Committee on the Judiciary, United States Senate 
(subcommittee print, 1954, GPO No. 42379). 

With respect to said claim (as well as similar claims referred to in the report), 
the aforesaid subcommittee stated (p. 39) : 

“The Office of Alien Property has in no instance, in the cases set forth, 
established that the claimants were enemies in the true sense of the word * * *. 
The position of the Office of Alien Property has been taken without regard to 
the discretionary powers granted under the terms of the act which direct that 
the provisions thereof be exercised in the best interest of the United States. 

“In recommending enactment of the War Claims Act of 1948, the Office of Alien 
Property and other executive agencies failed to inform the Congress that indi- 
viduals who sympathized morally with the Allies’ position in World War II and, 
further, who actually jeopardized their lives by overt actions against their own 
government would receive inequitable treatment under the Trading With the 
Fnemy Act.” 

When the foregoing was called to your attention in our letter of July 18, 1955 
(annex 1), copy of which was sent to Assistant Attorney General Dallas 8. 
Townsend, Director of the Office of Alien Property, with our letter of the same 
date requesting a conference for review of the case (annex 2), Mr. Harlan Wood, 
general counsel of your committee, promptly advised by letter dated July 22 
(annex 3), that the aforementioned case and similar cases are under study, that 
the purpose of your committee will be to prepare legislation consonant with the 
traditions of our Government and in harmony with world conditions, and that 
your committee will attempt to work out principles to be embodied in proposed 
legislation which will make existing hardships and injustices less onerous. 

Under date of August 22, further request was made of the Office of Alien 
Property for a conference (annex 4). On August 26, 1955, the Office of Alien 
Property replied to our letters of July 18 and August 22, advising that it could 
fiud no basis for reconsideration of this matter in view of its decisions inter- 
preting section 32 (a) (2) (D) of the Trading With the Enemy Act, and that a 
conference would not serve any useful purpose (annex 5). On August 30, 
further communication was had with the Office of Alien Property (annex 6) 
calling to its attention that the purpose of the request for reconsideration of 
the case was to afford the Department an opportunity to arrive at a more 
liberal interpretation of that statute consonant with the intent of Congress, 
and in line with the suggestion made in the aforementioned subcominittee 
report. Attention was also directed to the fact that the cited decisions inter- 
preting the statute contained a transposition of the language of section 
32 (a) (2) (D), which may perhaps have been responsible for what we believe 
has been an unnecessarily narrow interpretation. Finally, letter of August 30, 
1955, inquired, in view of the clearly deserving nature of the case, whether the 
Department planned to propose, or whether it would recommend, legislation 
which would provide relief for such cases. 

In reply to the last request the Department of Justice on September 14 (annex 
7) advised that the Department is prepared to recommend passage of H. R. 6730 
and S. 2227, being the last bill referred to in the notice of public hearings of 


your committee. Since S. 2227 deals principally with individual claims up to 


$10,000 without regard to merit or any underlying facts relating to the claim 
or the claimant, the undersigned on November 3, addressed a further communi- 
cation to the Office of Alien Property (annex 7), reminding the Department 
that its reply was, to sum it up, unresponsive, and in no way deals with the 





men 


the 
and 


(C) 
div 
tio! 
sul 
of 
: 


an 
he 
wl 
an 





RETURN OF CONFISCATED PROPERTY 635 


cases and the problem raised by the cited portion of the aforementioned port 


. . : 
of the subcouimittee 


The undersigned thereupon prepared and transmitted to the Office of Alien 
Property by letter dated November 4 (annex 9) a short and simple proposed 
draft of amendment to section 32 (a) (2) (D) to eover 


cases such as that of 
Elisabeth von Oberndorff and the others involving similar circumstances which 
are referred to in the aforementionad report and inquired whether the Depart 
ment would recommend its passage. There was received today letter date 
November 22 from the Office of Alien Property (annex 10), advising that it is 
doubtful whether the Department would support such an amendment 

We respectfully submit that such proposed amendment would meet the ob 
jective outlined in the aforementionad report. The proposed draft of amend 
ment, as presented to the Department of Justice on November 4, read as follows 

“Subdivision (D) of subsection (a) (2) of section 32 of the Trading With 
the Enemy Act is hereby amended by deleting the word ‘or’ at the end thereof 
and inserting in its place: 

“*ind provided further, That, notwithstanding the provisions of subdivision 
(C) of this subsection and of this subdivision, return may be made to an in 
dividual who, subsequent to December 7, 1941, and prior to the date of termina 
tion of hostilities, engaged in such activities in opposition to the enemy as to be 
subiect to being deprived of life or substantially deprived of liberty at the hands 
of the enemy :.or’ ” 

We further respectfully request that this letter, together with the enclosures 
annexed, be incorporated in lieu of oral testimony as part of the record of the 
hearings before your committee scheduled to begin on November 29, 1955. The 
writer is at the disposal of your committee to appear as a witness to testify 
and to answer any questions which the committee may desire to ask. 

Respectfully submitted. 


IRVING MoskoviTz 





ANNEX 1 
JULY 18, 1955 
Hon. O1L1In 1D. JOHNSTON, 
Chairman, Subcommittee on Alien Property, Committee on the Judiciary, 
Washinaton, D.C. 


Dear Str: We note that it has been reported today that your subcommittee 
plans to hold a closed hearing on July 21 to initiate its study of proposed 
legislation dealing with vested property and that representatives of the De 
partment of Justice, including Assistant Attorney General Dallas S. Townsend, 
will testify. 

We respectfully call your attention to a category of cases, which we believe 
merits your sympathetic consideration, and which were reported at pages 39, 
et seq. of the final report of the subcommittee to examine and review the 
administration of the Trading with the Enemy Act, issued in 1954, of which 
committee the Honorable Everett McKinley Dirksen was then chairman (U. §., 
GPO 42379). This phase of the report deals with those cases in which the 
Office of Alien Property did not return the vested property and yet, in no in 
stance did it establish that the claimants were enemies in the true sense of the 
word. According to the then subcommittee, the position of the Office of Alien 
Property was taken in these cases without regard to the discretionary powers 
granted under the terms of the act. The report states: 

“In recommending enactment of the War Claims Act of 1948, the Office of 
Alien Property and other executive agencies failed to inform the Congress 
that individuals who sympathized morally with the Allies’ position in World 
War II and, further, who actually jeopardized their lives by overt actions 
against their own government would receive inequitable treatment under the 
Trading With the Enemy Act.” 

Among the cases cited in the report as coming within this category is the one 
which appears on page 41 of the report, entitled “Claim of Elizabeth von Obern- 
dorff,’” whom we represent. We respectfully call to the attention of your com 
mittee that, on the basis of the facts as determined by the Office of Alien Prop- 
erty itself and referred to in the report, the claimant in question has to her credit 
“overt actions against her own government at the jeopardy of her life.” such 
brave acts of assistance to the Allies at the risk of her life, that, had she been 
caught, she would beyond doubt have been sentenced to prison or death as a 
traitor. Had she been so caught and sentenced, her property would have been 
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released under section 32 (a) 2 (UD) of the Trading With the Enemy Act, as an 
individual who would have been discriminated against for political reasons, but 
because she was able to escape detection and thus to continue to work for the 
benefit of the Allies as part of the underground movement, notwithstanding the 
fact that she was a German citizen, she has been deprived of the return of her 
property. 

We earnestly and respectfully request that cases of the category of Elizabeth 
von Oberndorff be the subject of remedial legislation and the subject of further 
investigation on the part of your committee in connection with that part of the 
hearings concerning the policies of the Office of Alien Property under existing 
legislation, particularly section 32, which, as the debates of the Congress show, 
was specifically intended to provide the authority to return property to those 
persons, such as Elizabeth von Oberndorff, who actively assisted the allies 
during the war. 

We further respectfully request that this letter may be incorporated as part of 
the proceedings before your committee and that we be placed upon your notifi- 


cation list to be advised of any further hearings which may be held by your 
committee. 


Very truly yours, 
GRAUBARD & MOSKOVITZz. 


ANNEX 2 


New York, N. Y., July 18, 1955. 
Re Claims Nos. 4566 and 35923, Elizabeth von Oberndorff. 
Col. DALLAS 8S. TOWNSEND, 
Assistant Attorney General, Department of Justice, Director, Office of Alien 
Property, First Street and Indiana Avenue NW., Washington, D. C. 

Dear Str: Enclosed herewith please find copy of letter which we have sent to 
the Honorable Olin D. Johnston ealling his attention and that of the subcom- 
mittee of which he is chairman, to the claim of Elizabeth von Oberndorff, whom 
we represent. 

We respectfully submit that the decision of your predecessor in office, taken 
on December 29, 1952, denying the petition to review with respect to the afore- 
said claim, was in error and contrary to the policy of the relevant section of the 
statute. 

We respectfully request that the claim be once again reviewed in the light of 
the policy underlying the statute, as intended by the Congress, and that the claim 
of Elizabeth von Oberndorff be allowed. To this end, it would be appreciated if an 


appointment could be arranged with you at your convenience to consider this 
claim. 


Very truly yours, 
JRAUBARD & MOSKOVIT2Z. 





ANNEX 3 


Unirep Sratres SENATE, 
COMMITTEE ON THE JUDIGIARY, 
SUBCOMMITTEE ON TRADING WITH THE Enemy ACT, 


Washington, D. C., July 22, 1955. 
Mr. Irvine Mosxkovirz, 


Graubard & Moskovitz, 
New York, N. Y¥. 

DeAR Mr. Moskovirz: Your letter of July 15, 1955, to Senator Olin D. John- 
ston, has been referred to me for reply. There was an executive examination 
yesterday afternoon for the purpose of securing background material needed for 
the subcommittee preparatory to public hearings, which will be scheduled possi- 
bly in the fall, on the six major bills now pending rleating to the Government’s 
treatment of alien property. 

What you have said relative to the claim of Elizabeth von Oberndorff is appli- 
cable, we find, to many cases. The committee will attempt to work out principles 
to be embodied in proposed legislation which will make existing hardships and 
injustices less onerous. The undersigned is in a measure familiar with the 
claim to which you make reference and there are many others of the same and 
other types which provoke great appeals to our sense of justice and arouse our 
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tions to resent the results of mistreatment so apparent in the administration 
the several laws involved in our treatment of the property of aliens. 
The purpose of the committee will be to prpeare legislation which will be 
ensonant with the traditions of our Government and in harmony with world 
inditions. You will appreciate the fact that in the establishment of principles, 
e cannot weigh the merits of individual cases, because, in so doing, one ts 
bound to become involved in indeterminable problems. I think I can venture the 
thought that I sense the feeling that the Congress will be determined to settle 
the problems, complex and involved as they may be. I believe there is a feeling 
which will gather momentum that the Government should get out of the business 
of handling alien property and that the matter not be prolonged indeterminately. 
You will be notified of the public hearings and will be given an opportunity to 
make such submissions as may be pertinent. 
Very truly yours, 
HARLAN Woop, General Counsel 





ANNEX 4 


New York 6, N. Y., Anqguat 22, 1956 
Re Claims Nos. 4566 and 35923, Elizabeth von Oberndorff 
Col. DALLAS S. TOWNSEND, 
Assistant Attorney General, Department of Justice, 
Director, Office of Alien Property, First Street and Indiana Avenue NW., 
Washington, D.C. 

Dear COLONEL TOWNSEND: With reference to our letter of August 9, enclosing 
copy of our letter of July 18, we would appreciate it if a conference with respect 
to the foregoing matter could be arranged prior to September 2, inasmuch as 
the writer is obliged to leave the country for Germany in order to attend the 
taking of certain depositions by your office in another action now pending in the 
District Court for the District of Columbia 

Very truly yours, 
GRAUBARD & MoskoOviTz. 





ANNEX 5 


DEPARTMENT OF JUSTICE, 
OFFICE OF ALIEN PROPERTY, 
Washington, D. C., Auguat 26, 1955. 


Re Elizabeth von Oberndorff, Claim No. 4566: Fortunata Societe Anonyme, 
Claim No. 35923. 

Mr. IrvING MoskovITz, 
Graubard & Moskovitz, New York, N.Y. 

DEAR Mr. Moskovitz: Reference is made to your letters of July 18, 1955, and 
August 9, 1955, in which you request reconsideration of the above claims. 

The claims were disallowed by a hearing examiner’s decision dated October 6, 
1952. A petition for review of the decision was denied by the Director of this Office 
on December 29, 1952. 

I regret to advise you that I can find no basis for reconsideration of this matter. 
The principal issue presented by the claims was whether cluimant Elizabeth von 
Oberndorff was eligible for the return of vested property under the first proviso of 
section 32 (a) 2 (D) of the Trading With the Enemy Act, as amended. As 
stated in my decision of February 3, 1954, in Matter of Kashiro Maeda with 
reference to this provisio: 

“The return provided by the first proviso of section 32 (a) 2 (D) was an act of 
grace, limited to the persecuted minorities who suffered so grievously at the 
hands of the enemy governments. (See S. Rept. 1839, 79th Cong., pp. 11-12; 
H. Rept. 2398, 79th Cong., pp. 17-19.) The tests prescribed by Congress 
for eligibility for return as a member of this limited class were definite, clear 
and strict. For an enemy national to qualify under the proviso it must be clear 
that, at all times after December 7, 1941 the claimant was deprived of the rights 
of citizenship commonly enjoyed by other inhabitants of the country, that the 
deprivation of rights was substantial and continuous, and that it resulted from a 
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law, decree, or regulation discriminating against a clearly defined politica), 
racial, or religious group of which the claimant was a member.” 

I am in accord with the hearing examiner’s decision that the facts relied upon 
by Elizabeth von Oberndorff and Fortunata Societe Anonyme fall short of estab- 
lishing that Elizabeth von Oberndorfft was substantially deprived of rights of 
citizenship or that action taken against her was the result of a dis« riminatory 
decree or regulation directed against a clearly defined political, racial, or religious 
group. (See the decision of the Deputy Director in Matter of Katharina 
Mencke, title claim No. 26892, docket No. 53 T 750, dated August 4, 1955, and my 
decision in Matter of Barbara Hitzelberger, title claim No. 59184, docket No. 53 
T 441, dated August 4, 1955). 

Under the circumstances there appears to be no occasion for further considera 
tion of these claims under present law and I do not believe that a conference 
would serve any useful purpose. 

Sincerely yours, 
DALLAS S. TOWNSEND, 
issistant Attorney General, 
Director, Office of Alien Property 


ANNEX 6 


NEW York, N. Y., August 30, 1955. 
Re Claims Nos. 4566 and 85923, Elizabeth von Oberndorff. 
CoL. DALLAS 8S. TOWNSEND, 
Assistant Attorney General, Department of Justice, 
Director, Office of Alien Property, Washington, D. C. 

DEAR COLONEL TOWNSEND: We beg to acknowledge receipt of your letter of 
August 26, in which you have advised that there is no occasion for further con- 
sideration of the above-mentioned claims under present law and that you do not 
believe a conference would serve any useful purpose. 

When we requested a conference with you in our letter of July 18, 1955, we were, 
of course, aware that, on the basis of the facts as found by the hearing examiner 
and under the strict construction as placed upon the statute by your predecessors 
in office, the previous decision with respect to these claims was not inconsistent 
with such strict interpretation. However, we had not been aware of the fact 
that, subsequent to your taking office, this interpretation was confirmed. We 
had written to you in the hope that, upon reconsideration of the case, consistent 
with what we believe was the intent of Congress, persons in a position such as 
that of Elizabeth von Oberndorff, might be entitled to relief under a more liberal 
interpretation of the statute consonant with that intent. However, I fully un- 
derstand your position as reaffirming the views of your predecessors so that cases 
such as hat presented by claims of Elizabeth von Oberndorff, deserving as they 
may be, do not come within the language of the statute, and that you do not feel 
that any conference would result in the statute being given a different interpre- 
tation. 

But, may I point out in passing that I do not find in section 32 (a) (2) (D) of 
the Trading With the Enemy Act any support to the view as expressed in the 
quoted opinion, that under that section the party must at all times since Decem- 
ber 7, 1941, be deprived of the rights of citizenship. Rather the statute is 
worded in the negative and provides that at no time since December 7, 1941, has 
the party in question enjoyed full rights of citizenship. 

In view of the clearly deserving nature of the case of Elizabeth von Oberndorff 
as found by the hearing examiner, may I respectfully request whether the De- 
partment plans to present, or if such legislation is presented, whether your De- 
partment will recommend passage of, proposed legislation to the Congress at the 
next session thereof to provide relief for such cases? 

Sincerely yours, 


GRAUBARD & MoskKovIrTz. 
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ANNEX 7 


DEPARTMENT OF JUSTIC! 
Orrice or ALIEN VROPERTY 
Washinoton, D. C., September 14, 19 
IRVING MOSKOVITzZ, 
GRAUBARD & MosKovITz, 
New York, N. Y. 

DraR Mr. Moskovirz: This is in response to your letter of August 30, 1955, in 
quiring whether the Department of Justice intends to recommend legislation to 
the Congress providing relief for cases such as that presented by claims 4566 
and 35923 tiled on behalf of Elizabeth von Oberndorff. 

The Department of Justice is supporting proposed legislation introduced at the 
first session of the present Congress at the request of the Secretary of State, with 
the concurrence of this and other interested agencies of the Government. This 
proposed legislation is designated as H. R. 6730 in the House of Representatives 
and S. 2227 in the Senate. I am enclosing a copy of H. R. 6730, together with 
a copy of the letters sent to the Vice resident and the Speaker of the House by 
the Secretary of State requesting enactment of this measure 

Sincerely yours, 
Datras S. TOWNSEND, 
Assistant Attorney General, Director, Office of Alien Property. 
By Sipney Gross, 
Chief, Legal and Legislative Section. 


ANNEX 8 


New York, N. Y., November 3, 1955 
Re Claims Nos. 4566 and 35923, Elisabeth von Oberndorff. 
Col. DALLAS S. TOWNSEND, 
Assistant Attorney General, Department of Justice, 
Director, Office of Alien Property, Washington, D. C. 

DeaR COLONEL TOWNSEND: I have your letter of September 14 in response 
to my letter of August 30, 1955, wherein I inquired whether the Department 
intends to recommend legislation to the Congress providing relief for cases such 
as that presented by the aforementioned claims filed on behalf of Elisabeth von 
Oberndorff. 

Your letter of September 14, in answer thereto, advises that the Department 
is supporting proposed legislation designated as H. R. 6730 and 8S. 2227. I have 


read H. R. 6730 which you have forwarded (I understand S. 2227 is substantially 
identical in text), but I find no reference to any measure of relief which would 
encompass cases such as that above presented. Rather, I find that there is 
presented by this proposed legislation a request for return of $10,000 to enemies, 
including Nazis resident in Germany actively supporting the German war effort, 
and no reference whatever to the consideration of any cases such as those in 
volving the exceptional circumstances presented by the claims of Elisabeth von 
Oberndorff. In this connection, may I once again call to your attention the 
findings of fact made by your Department and the report thereon which was 
summarized in my letter to Senator Johnson dated July 18, 1955, copy of which 
was forwarded to you with my letter of the same date. 

I would greatly appreciate being advised whether or not the Department in- 
tends to present or, if presented, to recommend the passage of legislation to the 
Congress so as to provide relief for cases such as that presented by the claims of 
Elisabeth von Oberndorff. 

Sincerely yours, 
GRAUBARD & MOSKOVITZ. 
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ANNEX 9 


New York, N. Y., November 4, 1955. 
Re Claims Nos. 4566 and 35923, Elisabeth von Oberndorff. 
Col. DALLAs S. TOWNSEND, 
Assistant Attorney General, Department of Justice, 
Director, Office of Alien Property, Washington, D. C. 


Dear CoLoNEL TOWNSEND: Supplementing my letter of yesterday’s date, we 
have drafted and submit herewith for your consideration, in line with the 
last paragraph of said letter, the following proposed legislation which provides 
for administrative return of the vested property of Elisabeth von Oberndorff 
and of other exceptional cases which are similar in content: 


“Subdivision (D) of subsection (a) of section 32 of the Trading With the 


Enemy Act is hereby amended by deleting the word ‘or’ at the end thereof and 
inserting in its place: 

“‘*And provided further, That, notwithstanding the provisions of subdivision 
(C) of this subsection and of this subdivision, return may be made to an in- 
dividual who, subsequent to December 7, 1941, and prior to the date of termina- 
tion of hostilities, engaged in such activities in opposition to the enemy as to be 
subject to being deprived of life or substantially deprived of liberty at the hands 
of the enemy; or’ ”. 

We believe that this proposal would also meet the objectives outlined in the 
Report of the Dirksen Subcommittee to which we have referred in our previous 
correspondence. We would appreciate your consideration of the foregoing and 


your advice to us whether the Department is prepared to recommend to the 
Congress passage of such proposed legislation. 
Very truly yours, 


GRAUBARD & MOSKOVITZ. 





ANNEX 10 


DEPARTMENT OF JUSTICE, 
OFFICE OF ALIEN PROPERTY, 
Washington, D. C., November 22, 1955. 
Re claims Nos. 4566 and 35923, Elisabeth von Oberndorff. 
Messrs. GRAUBARD & MOSKOVITzZ, 
New York, N. Y. 


GENTLEMEN : Reference is made to your letters of November 3 and 4, 1955, in 
which you suggest legislation for the purpose of authorizing the return of vested 
property in cases like that of Elisabeth von Oberndorff. 

The position of the Department of Justice in regard to return legislation is in 
accord with the provisions of 8. 2227 and H. R. 6730. Your proposal goes beyond 
the limits of these bills, and I doubt whether the Department would support it. 

It appears from your letter of November 3, 1955, that you are under the impres- 
sion Elisabeth von Oberndorff would not be eligible for return under S, 2227 and 
H. R. 6730. In fact she would qualify under provisions of the bills unless she has 
taken up a place of abode behind the Iron Curtain. 

Sincerely yours, 


DALLAS S. TOWNSEND, 
Assistant Attorney General, Director, Office of Alien Property. 


Geist & NETTER, 
COUNSELORS AT LAw, 
New York, N. Y., November 18, 1955. 
SENATE JUDICIARY SUBCOMMITTEE ON TRADING WITH THE ENEMY ACT, 
HOLC Building, Washington, D. C. 


GENTLEMEN : I am in receipt of a notice that your subcommittee will hold public 
hearings on November 29 and 30, 1955 on certain bills to amend the Trading With 
the Enemy Act, namely, S. 854, 8. 995, S. 1405, and S. 2227 


mmml, 

I have expressed some views on this subject in my letter to Senator Dirksen, 
dated July 6, 1954, which is published at page 238 in the report of the hearings 
held on July 1 and 2, 1954, before a subcommittee of the Committee on the Judi- 
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ciary, United States Senate, SSd Congress, 2d session, on S. 5425 to amend the 
Trading With the Enemy Act. 
May I respectfully refer you to that letter which I believe is also applicable t 
the legislation now under consideration. 
Respectfully yours, 
Groroce B. Nerrer 


SIATEMENT OF FREDERICK G. RiIcnarps 


My name is Frederick G. Richards. I reside at the Brierfield, 215 West Sid 
Street, New York City, N. Y. I am engaged in investment counseling. 1 should 
like to make a statement on S. 2227. I consider myself an eligible claimant 
under this bill in its present form. I am aware of the fact that there are individ 
uals, and groups who speak on their behalf, who are interested in liberalizing 
the rule of eligibility of claimants with the view of including persons who were 
not citizens of the United States at the time of loss. In principle, 1 cannot speak 
against this effort because I recognize that the claims of those who would bene- 
fit by the broader definition are just. These people have been in the United States 
a long time, have been taxpayers and thus contributed to the fund which will be 
used to pay the war damages, and, in many instances, became citizens short) 
after the war damage occurred. However, as much as I have sympathy for these 
people, I should point out that if this committee recommends the broadening of 
the definition of eligibility, it must at the same time recommend to the Congress 
a substantial increase in the amount to be appropriated for the payment of the war 
damages. If the latter recommendation is not made, none of the claimants will re 
ceive much more than a pittance on their awards. 

I should add that there is ample justification for the increase in the appropria- 
tion for war damages. At the Paris Reparation Conference in 1946, the United 
States agreed to retain the German assets seized under the Trading With the 
Enemy Act for the payment of war damages. These assets amounted to about 
$380 million. I am advised that it was contemplated that these assets would 
be used primarily for the payment of claims for war damage to property. If, 
for reasons of public policy, some of the property is to be returned to former 
owners and other portions were used to pay claims not contemplated by the Paris 
Reparation Agreement, I feel that the United States still has an obligation to 
make available for property claims a sum which those who sustained propert) 
damages during the war were virtually assured they would get from the assets 
set aside under the Paris Reparation Agreement: namely, about 3300 million 
In justice to all the claimants, the Congress should, in my opinion, appropriate 
about $300 million of the funds which the United States will receive back from 
Germany in repayment of postwar economic assistance, in payment of the claims 
of those who suffered damage to their property during World War II 





NEW York 22, N. Y., November 17, 1955 
Hon. OLIN D. JOHNSTON, 
Chairman, Judiciary Subcommittee, 
United States Senate, Washington, D.C. 

DEAR SENATOR JONNSTON: I am in receipt of a notice dated October 29, 1955, 
announcing public hearings on the proposed amendments to the Trading With 
the Enemy Act (S. 854, S. 995, S. 1405, S. 2227). As per its request, | 
submitting herewith my views on the proposed legislation. 

Unlike our law, the German law which deals with property rights of enemy 
aliens has never provided for the contiscation and forfeiture of private property. 
It merely states that such property shall be blocked during wartime. Ameri 
can or other nationals, who have interests in estates or hold private property in 
Germany, do not incur loss simply because they happen to be nationals of a coun 
try at war with Germany—a principle that is applicable in many other countries. 
Thus, I find it difficult to reconcile American tradition. which holds private 
property rights inviolate, with the interpretation placed on the Trading With 
the Enemy Act, authorizing the seizure and confiscation of private property during 
war and long after cessation of hostilities. 

No one, of course, will dispute the fact that both Germany and Japan waged 
World War I! to serve their own imperialistic purposes. But is nullification of 
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the private property rights of a few German and Japanese nationals just pun 
ishment or fair retribution for the inhuman acts of ambitious Nazi and Japanese 
war lords? Asa particular case in point, may I cite the injustice suffered by two 
of my clients to whom naziism was an anathema and whose property the United 
States seized when the war with Germany ended. 
The facts are these: Many years ago a man by the name of Langhorst immi- 
grated to the United States from Germany. He settled in Chicago and became a 
loyal Ainerican citizen. He married and raised a family. He established a small 
business, which, after Many years, he painstakingly built to a large corporate 
enterprise. Now a man of means, he sought to provide for his children and their 
children. Thus, he drew a will in the city of Chicago in 1910. Certain trusts 
were established, and the First National Bank of Chicago was designated as 
trustee. Langhorst died in 1918. His will was duly admitted to probate in the 
probate court of Cook County, Ill. Upon his death his heirs began receiving their 
respective shares of his estate. Several of his children married American citizens 
and continued to reside here. One daughter married a German national, emi- 
grated to Germany, and raised her family there. Presently, Langhorst’s heirs in 
the United States are still receiving their respective shares of his estate. His 
other heirs, however, have been denied their rightful Shares as a result of the 
seizure order issued by the Office of Alien Property. 

May I point out that it was not German property which the Alien Property 
Custodian seized, but American property of an American citizen, Longhorst, 
which, after his death, was held by an American bank, as trustee. Furthermore, 
the seizure order denied to Langhorst’s heirs in Germany not only their propor- 
tionate shares of the incomes of the estate trusts but the principal as well. The 
trusts themselves are still in existence, but from the language of the seizure order 
it is obvious that the United States intends to confiscate the corpus of the estate 
as well, even though it may be many years before the same vests in the residuary 
legatees. 

| do not think that anyone in all honesty can say that the Longhorst estate, 
American property held by an American trustee, could in any way have given 
aid and comfort to our wartime enemy, Germany. It seems to me, therefore, that 
the above seizure order negates the very purpose of the Trading With the Enemy 
Act. 

Aside from the question of whether such a seizure violates the spirit, if not the 
letter, of the law and the constitutional provisions safeguarding property rights, 
it unquestionably violates the basic principles of Anglo-Saxon law, which hold 
private property rights inviolate. Codified International Law is to the same 
effect (Hague Convention IV, 18 October 1907, arts. 23, 46, and 53; 36 Stat. 2277). 

“Article 23. In addition to the prohibitions provided by special conventions, it 
is especially forbidden: * * * 

(7) Yo destroy or seize the enemy’s property, unless such destruction or seiz- 
ure be imperatively demanded by the necessities of war ; 

“Article 46. Family honor and rights, the lives of persons, and private property, 
as well as religious convictions and practice, must be respected. 

“Private property cannot be confiscated.” 

It is indeed a strange anomaly that a conqueror may not seize or confiscate 
the private property of enemy nations in enemy territory, but that he may seize 
such property if it is located in his own territory. This fine distinction is not to 
be found in the wording of the convention itself. The Trading With the Enemy 
Act is a wartime enactment. As its name implies, it was designed to prevent 
trade with the enemy and not to authorize confiscation of private property in 
violation of the basic concepts of international and constitutional law. 

I assume that many such similar cases will be brought to the attention of your 
committee. I am writing this letter, however, to add my own words of protest 
against the discriminatory and unfair provisions of the Trading With the Enemy 
Act. I fully support the proposed amendments to this act, for they are in keep- 
ing with true American tradition. 

Respectfully yours, 


JoseEPH S. Rosprnson. 





STATEMENT OF MARGARET SCATTERGOOD 


My name is Margaret Scattergood; I am a citizen of the State of Virginia, 
living and voting at McLean in Fairfax County. I am an economist by pro- 
fession. I wish to testify in favor of S. 995, to urge certain changes in S. 854 and 


to comment on S. 2227 
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The importance of the polices proposed by S. tho Wa firs brouxl 
attention through a grave injustice done fo i friend of mine, Mrs. Ryu Sat 
Ovyaizu, a Japanese citizen living in Tokyo* and a sincere friend of the United 
States. Ller income froin a legacy left her by a citizen of the United States 
is still being impounded each year under the Trading With the Enemy A evel 


though our country has long since signed a treaty of peace with Japan. Mrs 
Oyaizu is greatly in need of this income. Although she is a very reticent person 
she is willing for me to tell her story to this committee. She asks me to speah 
for her as Well as for myself because both of us feel that, as a matter of prin 
ciple and justice, all funds belonging to Japanese and German citizens vested 
by the United States (including corporate funds) should be returned heir 
rightful owners I feel that Mrs. Ovaizu’s case is typical of very many others 
and we both hope her experience will contribute useful factual information to 
yeur consideration of these bills. 

I first met Mrs. Oyaizu as Ryu Sato, a member of my class of 1917 at Bryn 
Mawr College. She had been selected by the college to receive the Japanes« 
scholarship which was awarded each year to an outstanding student from 
Japan. She was highly regarded by all of our class and won many frie . 
through her charming personality and superior intellect She graduated with 
us in 1917, and remained in the United States to complete ber studies 1 ul 
total of 7 years. She carried back to Japan an enduring devotion to the United 
States. After returning, she was married and became Mrs. Oyaizu 

Today Mrs. Ovaizu holds a significant position in her country and community 
She is a Christian, a cultured and respected citizen, and one of the few Japanese 
who speaks fluent English and gives English lessons to Japanese wu it 
students. Because of her sincere friendship for the United States she does much 
to promote understanding of our country among Japanese people. Reeently 
also, she was most helpful to a friend of mine who went from the United States 
to Japan to lecture in Japanese universities. She expresses her feeling towar 
the United States thus in a letter dated November 12, 1955: It is “sad to renlize 
that it was Japan that started war in Pearl Harbor and my husband and | whe 
have many friends in America felt very badly that Japan should take arms ag 


iainst 
America, but our military power of those days was too strong for us to oppose 
and we were all dragged into war * * * it is our sincere desire and prayer that 
our friendship with you may be kept on forever.” 

During her stay in the United States, Mrs. Oyaizu (then Miss Ryu Sato) 
spent her weekends at the home of Mr. and Mrs. David Alsop, of Haverford, 
Pa., and so won their respect and affection that she became like a daughter to 
them. Knowing of her financial need, Mr. Alsop remembered her in his will, 
and after his death in 1928, a sum of money was invested with the Provident 
Trust Company of Philadelphia as provided in the will, the income of which 


is 

to be paid to Mrs. Oyaizu during her lifetime. 
Shortly thereafter Mr. Oyaizu contracted an incapacitating nervous illness 
which confined him to his room for 22 vears. In spite of this, however, Mr. and 


Mrs. Oyaizu were able to live upon the income from this legacy plus the 
from some investments they owned in Japanese industries before World W Il 
They had a large house and a small property in the suburbs of Tokyo 
When World War II involved our country and Japan, the United State 
ernment impounded the income from Mrs. Oyaizu'’s legacy under Vesting Or 


roe 
No. S864, and the Japanese Government impounded their Japanese ineome d 
investments. In order to live the Oyaizus were forced to sell their shed 
possessions. One by one they sold works of art, historical treasures, family 


heirlooms. By the end of the war their house was empty of all but minimum 
living essentials. Their home was partially destroyed by bombing, but in spite 
of their own need they showed their sense of civic responsibility by shelteri 
24 destitute persons whose homes had been totally destroyed 

After the war their Japanese assets were released, but when Japan 


imsiilt 
had a responsible government, this government taxed their property so heavily 
that their entire financial resources were not enough to pay the taxes Phes 


were forced to sell their house and land. Out of the proceeds of this sale 
paid the balance of their taxes and purchased a very small, old house. A 
comment in a letter from Mrs. Oyaizu dated October 5, 1955, pictures her present 
circumstances. She wanted to entertain a university professor and his wife 
from America, but says: “What would they think when they see the tiny old 
house with old furniture, threadbare chair cushions, ete. 7’ ’ 
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After this sale and the payment of their taxes, the Oyaizus had left an amount 
equal to some $3,000 in United States currency. This is all they had to invest 
for an income to live on and pay the expenses of Mr. Oyaizu’s illness. It brings 
from $150 to $200 a year. The drastic inflation of Japanese prices has made 
living costs very high in Japan. To earn income to meet the bare essentials of 
living and the needs of her invalid husband, Mrs. Oyaizu has been tutoring 
4 university students, 3 of whom live as boarders in her home. Mrs. Oyaizu 
says (letter of November 12, 1955): “The tutoring of four students does not 
bring enough for the bare essentials * * * (the) tutoring fee in Japan is 
very small.” A few weeks ago Mrs. Ovaizu’s invalid husband passed away, but 
even without the heavy expenses of his illness she cannot earn enough for her own 
minimum living costs by tutoring four students. She writes (November 12) : “The 
cost of living is getting higher. * * * The annual income from (my shares of 
stock) is between $150 and $200 and my monthly expense from now on without 
my husband's past expense will be about $70 a month ($840 a year), including 
taxes for the house, phone, and also being a citizen of Tokyo, ete., but not in- 
cluding any expense for my clothing. * * * So I have to earn some more to 
get along.” * 

To date the Office of Alien Property has impounded $2,485.77 of income from 

Mrs. Oyaizu’s legacy which has accumulated during and after the war.* This 
income is running about $220 per year and, as noted, is still being impounded. 
Release of this money, which is rightfully hers, would have made an enormous 
difference to Mrs. Oyaizu and her husband during his years of illness, and will 
be an immense help now. 

On appealing to the Office of Alien Property I was informed that neither the 
accumulated sum nor even the yearly income from her legacy can be released 
to Mrs. Oyaizu under present provisions of the Trading With the Enemy Act. 
The only remedy is legislation by Congress to repay vested funds and release the 
income from the legacy. 

In closing I should like to emphasize these points: 

The principle of the right to own property and the protection of private prop- 
erty against confiscation by government is established by the Constitution of 
the United States. By restoring to citizens of Germany and Japan the property 
that is rightfully theirs we shall indicate to the world our support of this prin- 
ciple which is fundamental to individual freedom. In view of our country’s world 
leadership in the cause of freedom, a clear stand on this basie issue is most 
important. In Mrs. Oyaizu’s particular case, the will of an American citizen 
is being thwarted and an injustice done to a Japanese citizen whose devotion 
to the United States is an asset to our country in a far eastern land whose 
friendship is vital to our international relations. 

I endorse 8. 995 which provides for return of vested property in its entirety, 
deducting only the costs of administration. I hope the Senate will lose no 
time in passing this bill. I could wish however that S. 995 provided for return- 
ing vested property as a matter of justice, of right, and of principle, not as “a 
matter of grace,” for such wording would establish our belief in and adherence 
to this principle which has been historically and morally fundamental to our 
way of life, and is vital in our present international relations. 

In S. 854, which would permit the release of legacies from American citizens 
and would thus cover the case I am interested in, I urge that Japan be added 
to Germany and Austria, so that the bill would read: “Citizen or national of 
Germany, Austria, or Japan” on page 1, lines 6 and 7, and on page 2, lines 4 
and 5. I also urge that section 3 be eliminated from the bill. This section 8 
would make impossible the return in toto of vested property, which is the im- 
portant principle involved, and it would unjustly victimize a group of citizens 
in the countries named who, as a group or as individuals, are not the ones 
responsible for the injuries to be compensated. 

In S. 2227, the provision for partial return of vested assets, compensating 
only the claims of natural persons up to $10,000, is wholly out of keeping 
with the principle of the sanctity of private property and the return of vested 
wartime assets which in the past has been our country’s tradition. Also, the 
wording of the opening part of section 39 is undesirable: “No property * * * 
shall be returned to former owners * * * except,” ete. This seems to estab- 
lish a principle of no return, allowing only for certain exceptions. This would 
be a most unfortunate principle to establish in our country, and especially at 
this time when the world looks to us for leadership. 


2 Words in parentheses inserted. 
* Vested in account No. 039—004679 of the Alien Property Office. 
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St. Louris Union Trvusr Co., 
St. Louis, Mo., November 23, 1955 
In re Senate bii!s S, 2227, S. 854, S. 905. 
Hon. OLIN D. JOHNSTON, 
Chairman, Judiciary Subcommittee on Trading With the Enemy, 
HOLC Building, Washington, D. C 

Dear SENATOR JOHNSTON: We are trustee of various trusts created by Ameri 
ean citizens residing in St. Louis for the benefit of their relatives and friends 
vho are citizens and residents of foreign countries, principally the Western Zone 
of Germany. 

We have from time to time accounted to the Alien Property Custodian and 
to the Attorney General of the United States for income and other proceeds 
from these trusts belonging to such foreign citizens many of whom are widows 
with dependent children. We know that they are in need of these funds and 
they would be of great benefit to them and to the economy of their countries 
We feel that it is appropriate and just that some relief be granted in these 
situations at this time. 

We urge the committee’s favorable consideration and approval of such of these 
bills as in the opinion of the committee is the best procedure to follow. 

Yours very truly, 
FReD A. SHEPPARD. 


New York, N. Y., Norember 27, 1955 
Hon. OLIN D. JOHNSTON, 
rhairman, Senate Judiciary Subcommittee on Trading with the Enemy Act 
Senate Office Building, Washington, D. C. 


Dear SENATOR JOHNSTON: AS an American citizen who remained in Europe 
after demobilization from the United States Army in 1919, after service in 
World War I, and who formed and operated for 20 years his own company in the 
former Kingdom of Yugoslavia, I suffered heavy losses through operation of 
the German occupation of Yugoslavia, and consequently am interested in the 
bills proposed for payment of damages to American citizens to reimburse them 
for losses they suffered through such enemy action. 

Senate bill S. 2227, proposed by the Honorable H. M. Kilgore, Senator from West 
Virginia, which appears to be identical with the House bill, H. . 6730 previously 
submitted (by request) by the Hon. J. P. Priest of Tennessee, the bill commonly 
referred to as the “State Department bill,” which, S. 2227, your committee will 
be considering in the present hearings, strikes me as neither just or fair toward 
those of us, American citizens, who suffered the losses under consideration 

It’s hard for me to believe that the honorable gentlemen, Messrs, Priest and 
Kilgore, would have written such an, in my opinion, un-American bill on their 
own. I believe that they, like you and your colleagues, are sincerely interested 
in guarding the interests of American citizens. Therefore I'd like to call your 
attention to a few points in this bill, which, it appears to me, do not jibe with 
our American standards of fair play. Here they are: 


Nection 202 (a) 


The authorization and direction of the Secretary of the Treasury to pay only 
$100 million from certain payments he may receive, to provide money for the 
“German Claims Fund” from which the damages are to be paid, strikes me as 
strangely arbitrary for a supposedly democratic form of government, and so 
small in amount as te look like an attempt to “appease” the Republic of Germany 
at the expense of our own American citizens, many of whom were ruined through 
losses they suffered from German Government action. 

It seems strange to me that a government which has given about $2 billion to 
the Communist Tito, and thus enabled him to keep our 17 million Yugoslav 
friends in slavery, and which has thrown untold billions around the world in 
so-called aid, would try to hold to a set-in-advance minimum the amount that 
would be paid to its own citizens for damages they suffered through enemy ac ion 

I request that the limitation on the amount of money to be placed in the 
“German Claims Fund” be eliminated, and that instead due thoucht be given to 
finding where the money can be had from amounts due from Germany, or 
amounts which might be allocated to Germany, and from amounts which be taken 
from Foreign Operations allotments (ICA now I believe), or wherever they may 
be had to permit a fair indemnification of American citizens for the loss they had. 
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Section 204 (a) 


“No awards shall be made pursuant to section 203 w 
Classes of | roperty” ; described further under subparagraph (1). 

Why should citizens hot be reimbursed for their losses of the articles mentioned 
just because they were not in business or trade? Iw 
but why should my losses be limited only to that part of Iny property used in my 
business? Is that fair? I request that this limitation be removed s« 
American citizen who can substantiate his claim 
irrespective of whether it is 
tion to awards made to othe 


ith respect to the following 


for damages wil] be paid. 
a business or private loss * * * naturally in propor- 
rs and the money available. 

Under Subparagraph (2) of this section I note no aw 
losses on account of intangible property. Why? If one 
the intangible property, that it had a value, why should 
I request this be changed. 


Suggested new su bparagraph under section 204 (a) 


“Every claimant in submitting his claim must state Whether or not he has 
Written off the loss. in Whole or in part, in submitting a tax return to the United 
States Government, and in case he has so Written off an amount, he must state 
and prove the amount and state the tax year in which it was done. If the Com- 
inission grants an award to the Claimant who thus previously has written off his 
Claim in whole or in part as a tax loss, then the claimant will be paid the differ- 
ence between the awarded amount and the amount written off against taxes in 
case the former exceeds the latfer: and nothing shall be paid to the claimant in 
the reverse case.” 

Obviously, Senator, most corporations and Wealthy individuals, must have 
written off their losses through such perfectly legal tax-reductions at the expense 
of the American taxpayers, including the other claimants under this bill. Why 
should they be allowed to claim full indemnity a second time, but this time directly 
at the expense of their fellow Claimants not so happily situated as to the possi- 
bility to secure fax-write-offs? This should make a considerable difference in the 
amount which wil be available for the payments to claimants in general. 

Further, I should like to see a subparagraph which would prevent a claim 
being received through a law firm, from which any member had gone on to a 
secretarial or other high position in a Government department, such as State, 
which as I understood, passed On or screened the candidates for the positions 
of Commissioners on the Foreign Claims Commission at the time when the 

the former Commissioners * * * apparently 


present administration dismissed 
as if seems to ne, to give three good jobs to Republicans. 


ards will be made for 
can prove that he had 
he not be paid for it? 


Section 205 


Although it is against my personal interest to recommend payment of dainages 
to citizens who acquired their citizenship after the “date of loss * * * etc.,” 
yet it seeems to me that if we have accepted them as American citizen 
should help them to secure indemnification for the 
Therefore, | suggest that all Americans who ¢ 
to submit their Claims, 

For example: Vlado Radan. a forme 
Was shipped to Germany shortly 
April 1941, and Was imprisoned, 
Zagreb, During the ( 


Ss, we 
damages they suffered. 
an prove their losses be allowed 


r customer of mine in Zagreb, Yugoslavia, 
after the German arrival in Yugoslavia in 
he having been Honorary Greek Consul in 
rernan eccupation, 14,247 metric 


tons of his pig iron, some 
already made when the Germans arrived, some made later from raw materials 


on hand when they arrived, was shipped under German directions to Axis powers 
manufacturing plants in Europe. He cannot claim damages from Tito for it 
was the Germans who caused this loss for Mr. Radan. Should he Claim it 
through Tito as at part of the Yugoslay claim against Germany, then Tito and 
his gang would collect and keep the indemnity as they did with the other Yugo- 
Slavs’ reparation claims. Why should our Government hot try to help Mr, 

‘alent secure reimbursement for the losses they 


Radan and others in his predic 
suffered ? Why not do it through such a bill as the Proposed S. 2297 or others 


covering these claims + 
Section 211 (a) 

Why should the total p: 
be limited to $10,000 + 


Department try to limit 
sation for damages he 


tyment made on ac 
By what right does the State D 
the amount to be paid to Americ: 
has suffered? Doesn't this Strike 


‘count of any award under this bill 
epartinent or any other 
mM citizens in compen- 
You as totalitarian- 
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as in business in Yugoslavia. 


» that any 
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isn't it what Tito or any other Comimutist woul 
eople ahaer him can have 
I may be wrong, but if, as reported, S. 2227 is a State Department bi 
iragraph represents State Department thinking, then possibly I'd 
wnderstand why Mr. Dulles, judging from the hewspaper photograph 
be at ease when visiting the Communist dictator Tite, at the 
ito meeting on Brioni Island 


Nection 211 (a) 


I request that the limitation on the amount to be 
koved, and that the paragraph be reworded to perm 
awarded in proportion to the amounts paid on other aw: 

available a fair amount to cover all claims 


Section 213 


AS a matter of simple justice I object to allowing the decision 
nission, Whose members are appointed by political party standards, t 
no matter how unjust or wrong it may be An American citizen 
uppeal to his courts for redress from decisions he considers to be 
trust you will change this 

In general S. 2227 seems to me to be an un-American, unfair, and unjust bill 
drawn to permit appeasement of the German Republic, a sound nation, for 
which I personally have a very friendly feeling, but which as « nation, is able to 
and should pay its just debts. And certainly it is only just and fair to call for 
payment by Germany for the damages which our citizens suffered because of 
German action in World War II. 

The bills proposed in the House by the Honorable Victor L. Anfuse, of New 
York, and Usher L. Burdick, of North Dakota, seem to me to be mue better 
and fairer bills, and drawn with the interests of American citizens as predon 
inant. I trust you will give them your best consideration and reject sections 
7 and 8 in their entirety of bill S. 2227. 

With best regards, 

Sincerely yours, 
Wittram H. Sy 


NEW YorK, November 28, 


Re Public hearings : S. S54, 8S. 995, S. 1405, S. 2227. 


Senator OLIN D. JOUNSION, 
Judiciary Committee, Subcommittce on Trading With the Enemy Act, 
lL nited Statcs Senate, Washington, D. C. 

DEAR SENATOR: In accordance with your notice of public hearings, I wish to 
make a statement for inclusion in the record. On behalf of numerous Austrian 
composers and writers, victims of Nazi persecution, now citizens of the United 
States, this office filed with the Office of Alien Property substantial claims against 
AKM (the former Austrian Performance Rights Society) STAGMA (the 
German Performance Rights Society): and various music publishers. The 
claims filed consist of both title claims and debt claims 

In considering the proposed legislation, it is submitted that certain basic prin 
ciples should be observed. 

No legislation should be favored returning property or copyrights to aliens 
until all claims of United States citizens against said aliens are paid in full 
After patiently waiting years for payment of claims, the burden and expense 
should not now be placed on United States citizens-claimants, to race for attach 
ments after entry of return orders. <A chaotic situation would be created by 
numerous claimants rushing to be the first to attach. 

No legislation should be favorably considered by Congress which discriminates 
ugainst the citizens of the United States in favor of former enemy aliens. Con 
gress should not foster a policy of making friends and influencing people at 
the expense of United States citizens. After all just claims due to United States 
citizens are fully paid: and then only, should consideration, if any, be given 
to a return of alien rpoperty heretofore vested. 

Very truly yours, 


JESSE S. SUNSIIIN: 


. 
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YONKERS, N. Y., November 9, 1955. 
Hon. OLIN D. JOHNSTON, 
Chairman, Judiciary Subcommittee on Trading With the Enemy Act, 
HOLC Building, Washington, D. C. 


DEAR Mk. CHAIRMAN: I was informed by your staff of the public hearings to 
be held November 29 and 30 on bills S. 854, S. 995, S. 1405, and S. 2227. As I 
have a Stake in the vested property, I would like to submit a statement. 

For years I have been following with great interest all actions in that matter, 
have been reading the statements of the forces against return and the reason- 
ings of the pro faction. What has struck me particularly is, that the forces 
against return had the upperhand in their publicity in the leading newspapers. 
‘They always mention only Aniline Corp., Schering Corp., and other big ones, 
whose value they claim has risen so tremendously that the alien owners would 
have a windfall. Never a word of the thousands of small claimants whose bad 
luck it is to be German Nationals. They were caught in the big war—human 
beings like us, mostly old—-never having any part with government and the 
Nazis. They were victims and their property, their only resources, vested in a 
country where the cry of freedom and right is on everyone's lips. 

My deceased uncle, a United States citizen, owned property in California and 
in his will, left everything to my father, brothers, and sisters in Germany. The 
income from that property meant everything to them, since they had lost most of 
their savings by inflation. In the mind of these people, America was the great, 
the blessed, because happiness came to them every time a check arrived. That 
ended with the war. Their hopes were hich that they would again be free from 
worry about their daily needs and that the dividends would arrive again. I 
had the sad duty to inform them that their property had been vested and no 
more money would be theirs. 

It really is a sad story to the ones concerned. Since 1939 there had been 
no interest paid and then the property was sold some years ago at a fraction 
of the value, in disregard of the stipulations of the original will. Even if the 
return of the alien property should be decided in their favor their loss is tre- 
mendous and if someone talks of windfall, that just is not so. 

If Congress agreed to pay to the German Government $300,000 for the vested 
Kimbassy building in Washington, then surely Congress should consider favorably 
the return of the assets to the rightful owners. 

Yours truly, 
WALTER THEDEN. 


WASHINGTON, D. C., November 22, 1955. 
Hlon. OLIN D, JOHNSTON, 
Chairman, Senate Judiciary Subcommittee on Trading With the Enemy 
Act, Washington, D.C. 


DEAR Sik: I beg to acknowledge the receipt cf and to thank you for a copy of 
your notice of public hearings dated October 29, 1955, 

In your consideration of bills to amend the Trading With the Enemy Act, I 
should like to bring to your attention a matter in which we are interested and 
which we believe should be considered by your subcommittee. 

We represent R. H. Stevens and R. C. Andersen, British coexecutors of the 
estate of Oscar Andersen, deceased, a British subject who died in England on 
December 3, 1946. We wish to bring to your attention the inequitable position 
in Which our clients find themselves by reason of vesting by the Office of Alien 
Property of a portion of the property which comprises the Oscar Anderson estate, 

The decedent’s will, executed in England on October 25, 1946, was there entered 
fer probate on April 19, 1947. Under it, except for one specific legacy, and 
after allowing for the payment of all debts, funeral and testamentary expenses, 
and death duties, the testator, so far as here pertinent, disposed of four-tenths of 
the residue of his estate by giving it to his niece, Mrs. Sigrid Thomas, a German 
national resident in the British zone of West Germany. 

A portion of the property of the estate consisted of stocks and cash in the 
United States. In due course all American taxes were paid by the executors, 
and all of the American assets were transferred into their names. On account 
of the German nationality of Sigrid Thomas, the Office of Alien Property by 
vesting order No. 16483 of December 15, 1950, vested, inter alia, four-tenths of the 
testator’s assets which were in this country, as representing the share therein of 
the beneficiary, Sigrid Thomas, apparently on the theory that they are assets in 
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vhich an “enemy,” as defined in the Trading With the Enemy Act, has equitable 
title. 

[he executors have filed a claim for the return of the vested assets, which 
laim was received by the Office of Alien Property on November 24, 1952, and 
which has been numbered 61270. 

Although in its numerical order of processing claims, the Office of Alien Prop 
erty has not yet reached the claim for adjudication, we have had discussions 
vith that Office, as a result of which we feel convinced that when the claim is 
reached, it will be administratively determined that the vested property will 
not be returned to the executors, but will be retained to become part of the funds 
of the War Claims Commission 

We believe this case presents such gross inequity that it should receive your 
attention. The will in the case was drawn in England by a British subject long 
after hostilities of World War II ceased. The property which has been vested, 
while located in this country, lawfully belongs to the British executors of this 
British estate. There is no real “enemy” interest in these American assets ; what 
Sigrid Thomas has is un equitable interest in four-tenths of the testator’s entire 
estate, to be apportioned by the executors from whatever source they desire to 
make distribution. She has no interest in any particular assets, British or 
American. Further, her interest extends only to net assets. The executors 
must meet all liabilities such as debts, taxes, and expenses, payable out of the 
assets of the estate as a whole. The gross inequity of compelling all of these 
burdens on the estate to be paid out of the British assets alone seems patent 

In the administration of the estate, under the laws, the executors could have 
apportioned to the other, “nonenemy” heirs all of the American assets, in pay- 
ment to them of their interests in the estate. The vesting, as it stands, deprives 
the executors of this right to apportion the property. 

By the same token, Mrs. Thomas, the “enemy” beneficiary, is caused a great 
hardship. As earlier pointed out, the will was not executed until long after 
Germany had capitulated: there was, therefore, no necessity for vesting these 
assets to immobilize them or to keep them from aiding an enemy during wartime. 
Furthermore, Mrs. Thomas is a resident of West Germany, an area in which our 
country is spending large sums of money to assist economic recovery. It seems 
incongruous to permit such aid on the one hand, and on the other to attempt to 
deprive a resident of that area of property which conceivably would be made 
available to her, except for the vesting. 

Mrs. Thomas, the German beneficiary, and her husband have twice been forced 
to escape from the Soviets following the occupation of Eastern Germany, and as 
a result thereof, they have lost all their property and possessions, and he has 
lost his position and livelihood. Her husband is 62 years of age, and of such ill 
health that it is impossible for him to start afresh. 

Seizure and appropriation of private property, however countenanced as a 
means of waging economic warfare, is abhorrent to all our traditions, when the 
necessities of war no longer exist. 

For the reasons above stated, we strongly urge that you consider the plight of 
the executors of this British estate, and take steps to provide the relief which is 
required in this case. 

Very truly yours, 
Joserpn P. TuMuLty, Jr 


Cuicaco, Iu... November 15, 1955 
The JupIcIARY SUBCOMMITTEE ON TRADING WITH THE ENEMY ACT, 
HOLC Building, Washington, D.C. 

HONORABLE Sirs: Pursuant to notice of public hearings to be held on bills 
S. 854, S. 995, S. 1405, and S. 2227 to amend the Trading With the Enemy Act, I 
submit the following statement for inclusion in the record of the hearings: 

This statement concerns one Robert M. Vogl, now residing as a German alien 
resident at 606 West Arlington Place, Chicago 14, Ill On December 11, 1941, 
lL week prior to the date he was to receive his final citizenship papers, Mr. Vogel 
was taken as an enemy alien at Detroit, Mich., his then place of residence, by 
United States Government agents and interned. 

Thereafter he was confined to various enemy alien internment camps within 
the United States, being finally sent to a family camp at Crystal City, Tex., to 
be united with his wife and two American-born sons. On January 2, 1945, Mr 
Vogl and his family were repatriated to Germany. Subsequent to this date 
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securities registered in his name of a value of less than $1,000, representing hi- 
accumulated savings out of earnings acquired while employed in Detroit, Mic! 
were vested with the Alien Property Custodian. 

While in Germany Mr. Vogi, seeking employment, was engaged by Majo: 
Carpenelli for service in the security office of the Palace of Justice during th 
Nurnberg trials. At the conclusion of the Nurnberg trials he obtained employ 
ment inthe Ruropean Exchange Service. 

Both his American-born sons enlisted in and served with the United States 
Military Government. After numerous unsuccessful attempts to gain reentry 
into the United States, he was granted a visa and reentered the United States 
during June 1953, making his residence at the aforementioned address. 

Under this set of circumstances Mr. Vogl, having been an innocent victim of 
political action, pleads that the property formerly belonging to him, now vested 
with the Alien Property Custodian, be returned. 

HeENRY L. VOGEL, 
For the claimant 


New York, N. Y., November 23, 1955. 
JUDICIARY SUBCOMMITTEE ON TRADING WITH THE ENEMY ACT, 
HOLC Building, Washington, D.C. 


Sirs: In your letter of October 29, 1955, addressed to the undersigned, you 
were so kind to invite me to testify before your subcommittee, or to submit a 
written brief or statement for inclusion in the record. 

I take the liberty of following your suggestion, but not for myself, but, at the 
same time, for the above-entitled organization. 

The American Association of Former European Jurists, whose president I 
have been for many years, is a nonsectarian and nonprofitable organization. 
Members of the said association are judges, district attorneys, and attorneys-at- 
law from European countries, who had to leave their native country under 
totalitarian compulsion. 

At the last annual meeting on Tuesday, April 19, 1955, our organization adopted 
unanimously a resolution, instructing the executive council to oppose the release 
of confiscated German enemy property. 

The resolution reads as follows: 

The American Association of Former European Jurists in regular meeting 
assembled at New York on April 19, 1955, has unanimously passed the following 
resolution : 

“The executive council is hereby directed and authorized to make representa- 
tions at the Congress and at the executive branch of the Government of the 
United States against any return of German property seized during or after 
World War II in accordance with the Trading With the Enemy Act, or vested 
in accordance with the War Claims Act, even though the return would be 
effectuated as a matter of grace only. Such a return would not only contradict 
agreements under international law as established in the Paris Reparation Agree- 
ment of January 14, 1946, and only recently, with the consent of the German 
Federal Republic, taken from the General Convention of May 26, 1952, into 
the Paris Agreements of October 23, 1954. It would also contradict elementary 
requirements of justice as long as Germany is so greatly in default with regard 
to her reparation of the consequences of the terror of Hitlerism, all promises 
to the country notwithstanding.” 

In order to support the attitude of our organization, I wish to submit to you 
the following arguments: 

1. Our first argument is that any return of German property seized during or 
after World War II in accordance with the Trading With the Enemy Act, or, 
vested in accordance with the War Claims Act would not only upset the legisla- 
tive, political, and legal philosophy of this country of more than 13 years and tend 
to transform same into the contrary, but, in addition, would contradict agree- 
ments under international law. 

furthermore, such a return of German enemy property would encroach on the 
rights of Nazi persecutees, which necessarily would be injured by such a reversal 
of American policy. 

May I refer to the article of the undersigned, published in German in the 
AUFBAU (Reconstruction), an American weekly, published in New York, on 
March 26 and April 2, 1954, an English translation of which has been attached 
hereto as exhibit A, and which is made a part of this statement. 
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If. Our second argument is that Germany dur the last war did exactly the 


Hg 
t 


same, to which the advocates of the return of Germany property now object 
Germany seized and confiscated not only private property of their own nationals 
nm political, racial, and religious grounds, but, furthermore, Germany did not 
show any respect toward public and private property rights of the population of 
ccupied countries, whether enemy or neutral countries 

Moreover, Germany blocked enemy property located within Germany, als« 
\merican property, and made it impossible for enemy citizens to dispose of their 
property rights within Germany. 

Subsequently, we shall undertake to prove our assertions 

1. In previous times, as there were no “totalitarian” governments and no 
“totalitarian” wars, a distinction between private and public property could be 
made, and private property could be considered as unimpeachable. On the con 
trary, a totalitarian government does not distinguish between private and pul 
property. ‘The property of each citizen is property of the totalitarian government 
The IM? (International Military Tribunal), in the proceedings against the major 
war criminals, summarized the German theory of a “totalitarian war” as follows 

The ideologies underlying international conventions, which attempt to human 
ize War, are not longer considered us binding. Rules, regulations, contracts, and 
treaties are not longer valid. Nazi German applied this principle without excep 
tion to its own nationals on political, racial, and religious grounds (see the pro 
ceedings of the IMT case No. 11: The United States of America v. Weizsaecker 
et al., title claim No. 41661, in re: Oppenheimer ). 

Nazi Germany applied the same rigid measures to the population of occupied 
countries, as the Netherlands, Belgium, France, and Russia. In this respect the 
IMT summarized the behavior of Germany in the occupied areas as follows 

Occupied countries were exploited for German war purposes without mercy 
aud without consideration of the local economy. As a mutter of fact, there was 
a systematic plunder and spoiliation of private and public property (see Pro 
ceedings Against the Nazi War Criminals, vol. I, p. 263) 

2. It is significant that the Nazi German Government during the World War ILI 
did not have any inhibition to block and confiscate public and private enemy) 
property and, in particular, American property. 

As early as in January 140, the German Reichsgesetzblatt (Official Gazette, 
pt. I, p. 191 ff.) enacted a legal decree concerning enemy property, defining as 
enemies: Enemy countries (at that time the United States was not yet con 
sidered as enemies), individuals, who are citizens or residents of enemy coun 
tries, legal entities, having their main office in enemy countries, or organized 
under the laws of any enemy country. 

Section 4 of said decree defines enemy property, located within Germany; 
such property has to be registered with the German Government. According to 
section 9 of the same decree, any disposal of enemy property located in Germany 
is prohibited. From the foregoing it appears that Germany was the first of 
the belligerent nations to violate private property. 

On August 4, 1941 (German Reichsgesetzblatt, Official Gazette, pt. 1, p. 472), it 
was decreed that the United States of America and American citizens had to 
register their property located in Germany, and, on April 9, 1942, the United 
States of America was declared to be an enemy nation. 

There should be no doubt that, if not the Allied Nations would have won the 
war, Germany would have confiscated finally enemy property “without return.” 
3. The champions of the release of German property apparently are over 
looking the fact that the owners of the seized and later confiscated German 
property within the United States have been assistants and/or beneficiaries of 
the Nazi regime. According to the principles of the Control Council Law No 
10, and according to the principles of the IMT and other military tribunals, 
crimes against humanity were punishable crimes; to this category belong crimes 
against German citizens for political, racial, and religious reasons, and, further 
more, crimes against the population of countries occupied by Germany (see 
Nos. 4 and 5 of the Indictment by Telford Taylor, brigadier general, U. S. Army, 
Chief of Counsel for War Crimes, acting on behalf of the United States of 

America, Nuremberg, November 15, 1947.) 

It seems to me appropriate to conclude this statement with the words of 
Thomas H. Creighton, Jr. (Chief, Claims Branch Office of Alien Property), 
which he used by testifying before the Dirksen committee (hearings before 
the Subcommittee to Investigate the Administration of the Trading With the 


Enemy Act of the Committee of the Judiciary, United States Senate, pt. 1, 
8. 176): 
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“T have taken the position, generally speaking, that any person who was 


member of the Nazi Party and was a dues-paying member helped build up the 


Nazi Party and supported the ideologies of the Nazi Party, and that, therefore 
it is not within the interest of the United States to return property to that 
type of individual.” 
May we say that we wholeheartedly share this opinion. 
Very truly yours, 


AMERICAN ASSOCIATION OF FORMER EUROPEAN JURISTS, 
By Jutros B. WeIceRrtT, F'resident. 


(Translation from German Aufbau, March 26, 1954, and April 2, 1954) 
RETURN OF ENEMY PROPERTY—AT WHOSE EXPENSE? 
(By Julius B. Weigert) 


The reader of the final report of the Subcommittee on the Investigation of the 
Administration of the Trading With the Enemy Act, under the chairmanship of 
Senator Dirksen, is immediately struck by the fact that the said report arrives 
at conclusions which upset a legislative, political, legal philosophy of more than 
12 years and tend to transform same into the contrary. The surprised reader 
asks “Why?” 

Why should the confiscation of enemy private property suddenly be illegal, 
politically unwise, and contrary to the best interests of this country? 

The report attempts to explain this not by a change of conditions, a modifica- 
tion of the purpose of the confiscation policy, or an alteration of legal concepts, 
but by irrational motives of those persons who are supposed to be responsible for 
the confiscation policy. 

1. According to the testimony given by Miss Elizabeth Bentley, Harry Dexter 
White, and some other Communists are said to have caused the Treasury Depart- 
ment to follow this policy, in order to weaken Germany and to render it harmless 
as ally of the free Western World (preface p. VI of the report). Unfortunately, 
we do not learn how Miss Bentley and her companions knew in 1943, i. e., 2 years 
before the collapse of Germany, what postwar Germany would look like. 

At that time, the Secretary of the Treasury was Henry Morgenthau, Jr., to 
whom nobody would ascribe even the slightest inclination to communistie or 
anticapitalistic ideas. 

To be sure, the report (p. V of the preface) was compelled to admit that at 
that time and still today many able and loyal American citizens adhered to the 
confiscation theory. Any assumption that the Morgenthau plan was suggested 
by the Harry Dexter White group is an insult to the patriot Morgenthau. 

In order to view the upsetting intention of the report in the proper light, it is 
necessary to ask which purposes were attained in confiscating enemy private 
property, and, furthermore, whether these purposes are justified still today. By 
examining these purposes, at the same time we find the answer to the question 
raised by the report why contrary to the policy followed after World War I, the 
Morgenthau-Roosevelt policy did not contemplate a return of the confiscated 
private property. We find the answer in oflicial proclamations issued by the 
State Department and not by the Treasury. 

Page 10 of the pamphlet entitled “United States Economic Policy Toward 
Germany” contains the following passage: 

“The necessity for drastic measures is based on the way in which Germany 
mobilized her total economy to build her last war machine, plus the danger that 
she might repeat the performance in a few years, if her present resources were 
left intact.” 

Furthermore, it is stated under the caption “External Assets” (p. 13): 

“Industrial plant within Germany is by no means the whole of Germany's 
economic base for renewed aggression. Even before the war German investments 
and deposits in other countries were large. Toward the close of the war the 
Germans transferred as much capital as possible, under various forms of dis- 
guise, to neutral countries for the purpose of escaping Allied controls and eventu- 
ally restoring German power. Allied restrictions were evaded in this way after 
World War I. Similar moves were accordingly anticipated this time, and sys- 
tematic plans were laid long before the end of the war for tracing German 


external assets and assuming complete Allied jurisdiction over them.” 
As evidence, the official booklet quotes the interallied declaration of January 
1943, the declaration on the gold policy dated February 22, 1949, and the 
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resolution vl adopted by the Bretton Woods Conference of July 22, 144. All 
neutral countries joined this policy by blocking the enemy assets and agreeing to 
return the assets confiscated by Germany 

in addition, I refer to the Paris Reparation Conference of December 21, 1945 
to the treaties with Switzerland of June 17, 1446, and with the Netherlands of 
January 19, 1951. 

Similar statements can be found on pages 30, 32, and 34 of the subsequently 
published booklet entitled “Occupation of Germany, Policy and Progress, 1945 
16” (1947). On page 34 there is emphasized the necessity to indemnify pet 
secutees of Germany, who suffered injuries to their persons or properties by 
discriminatory acts of the Nazi Government. 

A particularly good analysis of the differences between the American legisla 
tion after World War I and that after World War II, and a refutation of the 
theory of the Dirksen report, that Congress reserved to itself the right to dis 
pose of confiscated enemy property, and did not excluds its return, will be found 
in the decision rendered in the matter of Dorothy Krets Lehmann (debt claim 
No. 3848) dated December 8, 1948, by David L. Bazelon, Assistant Attorney Gen 
eral and Director of the Office of Alien Property. 

Bazelon argues that Congress, instead of ordering a return of contiscated 
property to true enemies, in section 32 of the First War Power Act of 141, 
as amended, carefully excludes enemies from the right to claim the return of 
seized property. This exclusion was in accordance with the consistent treat 
ment of enemy-owned assets in World War II, in contrast to the earlier act 
This becomes especially clear, as emphasized by Bazelon, by the addition of a 
new paragraph to the end of the former section 39 (amendment of July 3, 
1948), providing that no property nor property right of Germany, Japan, or any 
national of one of these countries be returned to its former owner or his lecal 
successors and that the United States is not permitted to pay any compensation 
for same. 

2. In the preceding paragraphs the reasons for the confiscation of German 
private property and for the refusal of its return to the owners—except to per- 
sons who were “technically” enemies, but actually “friendly aliens”—have been 
explained. Now we must examine into the question as to whether these reasons 
are controlling still today. Not a single argument against it has been advanced 
in the report of the Dirksen committee. 

The news report of March 17 to the effect that an amendment to the consti 
tution of the West German Federal Republic declares a rearmament admissible 
and that the three High Commissioners had to ¢all the attention of the Federal 
Government immediately to the fact that the amendment to the Constitution re 
quired their consent, shows clearly the lasting actuality of security measures 
such as those which caused Congress not to legalize a return of confiscated 
German public and private property. 

Furthermore, the policy discussed above which the report would like to have 
changed, has once more been confirmed in the so-called General Agreement 
between the Allies and the West German Federal Republic, ratified by the 
United States of America, chapter 6, article 3, of same stipulates that Western 
Germany is not allowed to oppose any confiscation of German foreizn assets 
Article 5, ibidem, imposes upon Germany the obligation to idemnify the former 
owners of confiscated assets. 

3. The last mentioned provision eliminates any and all legal misgivings 
against the confiscation of, and failure to return to the former owners, their 
private property. Even legal conceptions are subject to the inevitable law of 
change. 

The report quotes twice (see p. VI of the preface and p. 10) the resolution 
adopted by the American Bar Association in 1943, stating that confiscation was 
in conflict with the principles of law, the principles of our Constitution and those 
of international law. 

Senator Kefauver points out in his additional opinion that the same bar 
association stated 2 years later, in December 1945, that nowadays’ peace is 
served best, if the private property of citizens of the aggressor is used for the 
reparation of the damages inflicted by the aggressor to the nation attacked. 

As a matter of fact, the differentiation made by the resolution of the bar asse 
ciation between the attackipg and the attacked nation—which difference has 
been entirely ignored in the report—is the essence of the entire problem. Since 
the Briand-Kellogg Pact there are wars which are unlawful, and such which 
are lawful; wars of aggression belong to the first category, wars of defense to the 
latter. 
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Phis concept which even prior to the start of World War II was supported in 
legal literature, in particular that of Germany, is that theory which was the 
basis of the Nuremberg criminal proceedings and of the conviction of the Ger 
mans responsible for the last war. 

If the Nuremberg proceedings and sentences are considered to be lawful 
the confiscation of enemy property is likewise lawful, and not the attacked coun 
tries are bound to pay damages, but rather the aggressor nation, the home 
country of the people who were injured by confiscation. 

4. Just for legal reasons a conversion of the previous confiscation policy into 
its contrary is no longer possible. Senator Hendriksen pointed out in his addi 
tional opinion to the report that the international agreements mentioned above 
imposed upon the United States the obligation to retain the enemy property 
seized during the war. Senator Kefauver has joined this opinion. On the basis 
of these international agreements there were confiscated Nazi assets even i: 
neutral countries as for instances in the Netherlands and in Switzerland, at the 
request and under the guidance of the United States of America. 

5. Most important, however, is the fact that the Dirksen report overlooks the 
rights of the Nazi persecutees, which would necessarily be injured by a return 
of the confiscated enemy property. 

(a) To be sure, the report mentions in No. 4 of its final conclusion that meas- 
ures for the protection of the debt claims pending at the present time against the 
confiscated assets should be taken. However, how should such protection be 
effected? Shall the debt claims be prosecuted at the Office of Alien Property and 
shall the confiscated assets be returned to the original owners only after the 
satisfaction of the debt claims which have been allowed? The report is silent 
in this respect. However, it is stated by a source which is in general depend- 
able that the following procedure is being contemplated : 

Within a definite period of time upon publication of the intention to return 
the enemy property, the creditors must obtain against the former owner of the 
confiscated enemy property an attachment. Otherwise the property will be 
returned and, for all practical purposes, will be immune from any seizure by the 
creditors. Thus the seizure by the Government would be replaced by a private 
attachment. Theoretically it will not be difficult to obtain such a private at- 
tachment from the court. Actually, however, this remedy will not be available 
for the majority of the creditors, for the reason that in most cases an attach- 
ment is granted only against giving a bond for the damage caused the creditor 
by the attachment if later on the creditor looses out in the lawsuit. The ex- 
penses of such bond are furthermore increased by the attorney's fees. 

(b) However, not only the creditors of the former owners of the confiscated 
property are detrimentally affected. The confiscation excluding any right to 
recovery was to serve also the purpose of indemnifying the persons persecuted 
by the Nazi Government (see the above quotation from p. 34 of “Occupation of 
Germany”). 

The United States, in a praiseworthy manner, has protected the restitution— 
and indemnification claims of the persecutees in the aforementioned “General 
Agreement.” 

Under chapter 38, article 4, the West-German Federal Republic shall pay as 
compensation for identifiable property to be returned, in deutschemarks (Ger- 
man marks) assessed in accordance with the general principles of German law 
applicable to the assessment of compensation as set forth in the German Civil 
Code (so-called money-value claim). However, where a claim is based on in- 
debtedness in reichsmarks of the former Reich for a sum of money (Geldsummen- 
ansprueche) the claim shall be converted into deutschemarks (German marks) 
at the rate of 10 reichsmarks for 1 deutschemark. In this connection it is im- 
portant to note that the obligation of the Federal Republic to the Allies with 
respect to money judgments shall be satisfied or be considered to have been 
satisfied when the Federal Republic shall have paid a total of DM1,500 millions 
thereon. In determining the time and method of payment, the Federal Re- 
public may take into consideration its capacity to pay. 

Up to the present time, no German law regulating the claims of the so-called 
Dritten Masse, i. e., the restitution claims against the German Federal Republic, 
has been enacted; neither has the rate for the conversion of reichsmarks into 
German marks been determined. 

The conversion rate for German monetary claims against private restitutors is 
10:1, for claims under the indemnification law 10:2. Under the London Agree- 
ment on German External Debts, creditors of Germany are entitled to 100 
percent of their claims. Now, if the opinion of the majority of the Dirksen sub- 





19 
he 


it 


. BS 
> = 


 - ga aoe com & 





RETURN OF CONFISCATED PROPERTY O95 


ommittee would prevail, the enemy owners of their confiscated | 
recover a dollar for each dollar, subject only to a fair compensati 
osts of the administration 

If Congress, which seems impossible, actually should release the enemy 
property, this should under no circumstances be done at the expense of the 


friendly aliens or the forgotten allies. Any actual release must be effected 
only after the West German Republic and the city of Berlin have paid all thei: 
legal debts to the last one of the persecutees. Such an arrangement w i 
work wonders The Germaus have a foremost interest in recovering the cor 


fiscated German assets the value of which, according to an estimate of the 
New York Times, amounts to about 12 to 13 billions, the more so, as the 
largest part thereof would again be taken away from the happy winners by the 
Bonn Government for arrears of future taxes. Such a solution would benef 


Germany, but on the other hand be advantageous to the persecutees, too if 
the solution suggested by the Dirksen committee would be accepted, the only 
winner would be Germany and the sole losers would be the persecutees Phis 


must not happen. 


New York. N. Y., November 22, 195 
Hon. Senator OLIN D. JOUNSTON, 
( hairman, Judiciary Subcommittee on Trading With the Enemy Act, 
Senate Office Building, Washington, D.C. 

Dear SENATOR JOHNSTON: Reference is made to your notice of October 29, 
1955, advising that on Tuesday and Wednesday of next week hearings will be 
held upon a number of bills concerning the Trading With the Enemy Act 

I should like to address myself to S. 854, and to urge that subject to a widen 
ing of its scope as suggested below, its basic features be incorporated into the 
act. 

In substance, S. 854 would provide for the return, to a German citizen or 
national not a member of the Nazi Party, of vested property acquired from an 
American citizen by gift, devise, bequest, or inheritance. In the absence of 
such a provision the failure of an American citizen to make a timely testa- 
mentary disposition disinheriting those of his next of kin who might turn out to 
be citizens or nationals of Germany would, in effect, result in his having made a 
gift to the Office of Alien Property. In other words, in the type of situations 
with respect to which S. 854 attempts to provide a remedy, the confiscatory 
effect inherent in the vesting of property would, for all practical purposes, 
operate against the estate of the deceased American citizen, since the latter's 
property would be disposed of in a manner not desired and, frequently, as in the 
case of intestacy following unexpected death, not possibly anticipated by him 
S. 854 would very properly serve to correct the injustice inherent in such situa 
tions. 

However, what is true with respect to American donors, testators, or intestates 
applies with equal force to citizens or nationals of a friendly or neutral country 
If, for example, a friendly or neutral alien had died, leaving property located in 
the United States to a next of kin who happened to be a German citizen, the vest 
ing of such property would clearly operate as a confiscatory measure against 
the estate of such friendly or neutral alien, whose property would, in effect, be 
dealt with in like manner as if it had been willed to the Office of Alien Property 

To avoid injustice in situations of the foregoing type, it is submitted that the 
scope of S. 854 ought to be widened to provide for the return to a citizen or 
national of Germany of vested property acquired by him as the result of a gift 
devise, bequest, or inheritance either from an American citizen or from a national 
of a friendly or neutral country. 

The foregoing problem was called to my attention because of the fact that 
I am representing an heir of a Swiss citizen who had died intestate in Switzer 
land during World War II, leaving funds in the United States of which a part 
representing such heir’s proportional interest therein was vested by the Office 
of Alien Property in 1952 on the ground that such heir, a national of the Saar, 
was to be considered a national of Germany within the meaning of the act It 
is believed that the case of my client very well reflects the type of situation 
which S. 854, with its scope widened as suggested herein, should properly seek 
to correct in order to promote the ends of justice. 

Respectfully submitted. 


Henry J. ZACHARIAS 
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APRIL 138, 1056. 
Hon. OLIN DD. JOHNSTON, 


Chairman, Judiciary Committee, 
HOLC Building, Washington, D.C. 


My Dear SENATOR JouNsSTON: This is with reference to notice of public hearing 
dated April 11, 1956, to be held April 20, 1956, on Trading With the Enemy Act 
and similar pending legislation, particularly the bill proposed by Senators Dirksen 
and Kilgore, for the return of confiscated war property amounting to more than 
$500 million to our former enemies, the Germans and Japanese. 

I regret I will be unable to attend this hearing. However, I wish to voice my 
opposition to this legislation, first, because the question of confiscated war prop 
erty should be as closed and settled at this late date as the question of repara- 
tions. As for Germany, the question was determined in 1946 with the Paris 
Reparation Agreement and again in 1952 at the Bonn Convention when the 
German Government agreed to reimburse their own nationals for loss of their 
confiscated property in lieu of making reparations as the loser in the war. There 
is no good reason why the United States should breach these agreements 

Further, there is no sense in the provision in the bill proposed by Senators 
Dirksen and Kilgore that “any dividends, distributions, or other increment” of 
the property should also be given. This is nothing more than a windfall which 
our former enemies neither earned nor deserve. It is apparent that most of the 
half billion dollars of our tax money which is contemplated to be given away 
will go to the giant industrial corporations and cartels which had built up the 
former German and Japanese war machines. We, the United States citizens, 
are taxed to the hilt. Every dollar we are able to earn by working 8 long hours 
a day, every purchase of over 10 cents of food, clothing, and other necessaries 
are taxed, not only by the Federal Government but by the States. The interest 
on the very few dollars very few of us are able to save is taxed. We are con- 
tinuously asked to make contributions to all nations of the world, which we must 
and gladly do provided these peoples are in need, but this legislation has nothing 
to do with needy or starving people. It is simply a giveaway of our taxpayers’ 
money, and, as evidenced by one of the factions which is pushing this legisla- 
tion, the Committee for the Return of Confiscated War Property, National Press 
Building, Washington, D. C., it is apparent that this is the result of lobbying by 
German and other industrialists. 

The general public, for the most part, is unaware of this pending legislation ; 
but I am certain that if all the citizens knew of it, the great majority would feel 


as I do, that I do not want my hard-earned tax money to be given away in this 
manner. 


Sincerely yours, 


G. J. BINGERT, Attorney at Law. 





GERMAN-AMERICAN CITIZENS LEAGUE OF THE UNITED STATES, 


Chicago, Ill., April 26, 1956. 
Hon. MARGUERITE Stitt CHURCH, 


House Office Building, Washington, D.C. 

Dear Mrs. CHurcH : Many thanks for your very thoughtful telegram concerning 
hearings on the return of German property. 

As a loyal American, who is immensely proud of our great Nation’s heritage 
for fair play, I am deeply concerned about reports which have come to me and 
the organization which I head, representing all German organizations in Illinois 
and a population of more than half a million Americans of German descent. 

These reports indicate considerable consternation and bewilderment not only 
among this substantial segment, but also in other sections of our country. 

You, Mrs. Church, are aware of the pride which Americans of German descent 
take in the heritage left to them by men such as Carl Schurz and the loyal 
devotion and affection toward our country. To them it is the place where they 
have grown roots and raised families. It is the country for whom their fathers, 
husbands, sons, and brothers fought, whose language they speak and whose 
customs and traditions are their own. They suffered deeply during those crucial 


days when their old fatherland was crushed morally and politically by the 
Communist and Nazi usurpers, for those unfortunate ones on whom the Hitler 


and Stalin hordes committed their heinous crimes and for their loved ones 
who cringed under the Nazi and Communist yoke. 
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It is these compatriots of ours who now are shocked and bewildered to wake up 
» the fact that German private property confiscated by the United States during 
he war has not yet been returned to its rightful owners, and that there is still 
some doubt as to whether this will be done, and if so, to what extent. They 
annot reconcile our Government's professed desire to help the new free Germany 
become a valued member of the community of free western nations with a policy 
which, 11 years after the end of the war, penalizes many of their friends and 
families who, just as all of us did, prayed for the day of deliverance from the 
Nazis and the Communists. There is the old and sick mother in Germany 
whose boy gave his life for America on the Korean battlefield; should she—and 
many others in similar circumstances—be deprived of what is due her now that 
her son can no longer take care of her in her old age? There is the legion of 
businessmen and small industrialists who came to this land of tolerance and 
opportunity, of freedom and liberty, who built their shops painstakingly and 
trustingly and traded with the old country, thus contributing so much to the close 
cultural and economic ties between these two great countries. Are they to be 
made responsible? There are large business firms which, according to all concepts 
of American and international law, have a right to protection of their property 
in America just as Americans have a right to protection of their property 
in Germany. 

There is no difference between confiscating $1 or $1 million—it is either right 
or wrong. 

Do you realize the far-reaching effect, the disastrous disappointment on the part 
of those whe have given a lifetime of labor and love to America if the United 
States continues to hold on to properties to which we have no legal or moral 
claim? 

America has done so much for Germany. Without America’s help, Western 
Germany would not exist today. Now let’s do a complete job and erase the last 
black spot in our relationship by returning all those properties which rightfully 
belong to the Germans. Our great Nation has always fought for what it believed 
to be right, and it behooves us ill to now commit a tragic error in judgment by 
retaining someone else’s property. Let’s not mar our enviable record of tradition 
and accomplishment with a measure which is bound to leave a festering wound 

We, who love America, are looking forward toward the day when there exists 
once again a close bond of trust and confidence, of cultural and economic ties 
between our country and the country whence our families came. We know that 
this sentiment is shared by all right-thinking Americans and by our friends 
in Germany. We, and they, will continue to devote our lives toward the develop- 
ment of genuine friendship between our country and theirs, for the benefit of all 

But we need your help. 

We implore you to support the full return of confiscated German property. 
After all, the amount involved is small compared with the billions being spent 
by us to strengthen the democratic nations against communistic economic and 
military aggression. 

This act on behalf of the United States Government will be in the true tradi- 
tion of sanctity of private property and our stated belief that no person may be 
deprived of his rights or properties without due process of law. It will be 
acclaimed all over the world as a shining beacon of true American heritage in 
our common fight against Communist regimes. 

We ask that you, as our good Representative from Illinois, be good enough 
to bring these sentiments to the attention of all Senators and Congressmen 
interested in this project—especially the committee of the House and the 
Senate—as the unanimous voice of the loyal Americans of German descent from 
the State of Illinois. 

Sineerely, 
R. G. HicLesKaNnp, President. 


Hvuco Strnnes Corp., 
New York, N. Y., April 16, 1956. 
Hon. O1in D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate, 
Washington, D. C. 

DEAR SENATOR JOHNSTON: We are informed that hearings will take place 
before your subcommittee on Friday, April 20, in connection with various bills 
to amend the Trading With the Enemy Act, including 8S. 995. 
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Our views with regard to such proposed legislation were set forth in a state 
ment which I filed with the Senate Subcommittee on the Judiciary 


in connection 
With Senate bill S. 3423, 33d Congress, 


2d session, as well as in testimony giver 
before that subcommittee at its public hearings on July 1, 1954. This statement 
and testimony appear on pages S2 to 86 and pages 77 to 81, respectively, of Unite 
States Government Printing Office (1954) document No, 50478, entitled “Return 
of Confiscated Property,” hearings before a subcommittee of the Committee on 
the Judiciary, United States Senate, S3d Congress, 2d session, on S. 3428, to 
amend the Trading With the Kuemy Act, July 1 and 2, 1954. 

We would 


porated as a 


appreciate it if the above statement and testimony could be 
part of the record of the proceedings of your 
S. 5 contains, at lines 9 to 


ihecor 
subcommittee. 

» and at lines 1 to 4 on page 6 
the interests of American security holders 
These provisions are identical with those contained ir 
the amended version of S. 3423. On page 14 of Senate Report No. 1982, 88d 
Congress, 2d session (Calendar 1999). submitted by Senator Dirksen in connec 
tion with S. $423, it is stated: “The necessity for this amendment was demon 
strated by testimony relating to the Hugo Stinnes Corp. 
a number of provisions which have been included it 
afford maximum protection to American citize 
by the adoption of this legislation.” 

Under these circumstances, and in view of the f 
will be a considerable demand on the 
hearings, there would appear to be 
orally before your subcommittee the 
before Senator Dirksen. 


2) on page 5 
thereof, provisions designed to protect 
of Hugo Stinnes Corp 


These are several of 
1 the measure in order to 
ns who may be adversely affected 


act that I understand that there 
subcommittee’s time at the forthcoming 
ho reason for the undersigned to repeat 
testimony already given on July 1, 1954, 
We wish to emphasize, however, that there is no dim 
inution of interest on our part in having any proposed legislation contain pro- 
visions which are adequate to protect the interests of the American stockholders 
of Hugo Stinnes Corp. In the event that the above-described provisions of §S. 
995 are opposed at the forthcoming public hearings, | would certainly appreciate 
the opportunity to make a statement in rebuttal. 
Respectfully yours, 


Mitton EF, RosenrHat. 





WASHINGTON, D. C., April 30, 1956 
Hon. OLIN D. JomNston, 


Chairman, Subcommittee on Trading With the Enemy Act, 
the Judiciary, United States Senate, Washington, D.C. 


My Dear SENATOR JoOUNSTON: The excellent work done by your subeomunittee, 
in reviewing the provisions of the Trading With the Enemy Act in light of pro- 
posals to return the vested German and Japanese assets to their rightful owners, 


is to be commended. My position, as evidenced in oral testimony before you 
endorses the principle of 


Committee on 


complete and absolute return and the reaffirmation by 
our country of its time honored principle of sanctity of private property. 

Appreciating the complex nature of the many individual problems that a return 
prosram entails, and yet realizing that your subcommittee works unceasingly 
to guard against any inequities that might arise in such instances, I respectfully 
direct your attention to the provision contained on page 5, line 10 et seq., of 
S. 905. Such a provision would seriously discriminate against the rightful and 
true owners of the property. 

As an example, I cite the cnse of our client, Mrs. Claire Hugo Stinnes, Sr.. 
and request that the contents of this letter be made part of your proceedings. 

The Stinnes family is well known and enjoys a high reputation, having con- 
ducted numerous business operations in Gy rinany and other parts of Western 
Of all the German holdings vested by the 
the Stinnes case stands out in marked contrast, in that 
all of its tangible corporate assets are physically located in Germany. 
This is a company which has been built up in Europe over a period of many 
years by the Stinnes family, and to require now that it be sold to American 
citizens only, as proposed in S. 995, would, I feel, result in a grave injustice. 

As a brief background, in the year 1926, the Stinnes enterprises being heavily 
in debt to German banks sought to raise funds hy the issuance of 
bonds in the United States through the medium of 
Approximately $25 million was raised in this manne 
to Germany for payment to these German 


Europe for some four generations. 
Office of Alien Property, 


almost 


debenture 
certain investment bankers. 
r and the funds transferred 
banks of the debts of the Stinnes 
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panies As one of the conditions of arranging such a loan, Mrs. St ie 

whe Wis the saie Deilress of the entire estate of Mi H ge Stinnes _ Wis 
equired to form 2 Maryland corporations, later merged into 1, and bring inte 
hem practically all of the numerous holdings of the Stinnes family i} : 
he corporation whi certain American private interests would like to ave 
sold by public anction to American citizens only Simultaneously, only about 50 
ercent of the stock of these 2 corporations was issued to Mrs. Sti 1 lat 
ransfer to them of her vast interests, with the bulk of the remaining of percent 
eing issued to bankers arranging the loan Phus, the American holce 
<hares of stock in the Stinnes companies obtained their shares | \ 
\irs. Stinnes, us a sort of bonus in connection with this tinancing 

Nhese shares of stock have subsequently greatly increased in Vv ihe chine i 
peration of the companies primarily in Germany, not in the United S 
The stock is selliny today fo vbhout S22 per share on the American st eX 

anges and consequently all American shareholders who have held su n 
from the time of original issuance have received quite substantia rofits 

Likewise, the holders of the Stinnes’ debentu even though the pl 
properties of the companies were located in Gerinany. have also been paid in 
ind today the Stinnes companies have no outstanding debt obligations owing 
to American citizens. Understandably, with the world economic condition being 
what it was during the early 1950's, and with the advent of Hitle ind 
Irrency manipulations, it Was Virtually impossible for the Sti es 
n Germany to obtain dollar exchange in order to service the debt oblicatic of 
the debentures completely. This does not mean to say there w not a te 
German currency available to the Stinnes companies to make such payments but 


that it was extremely difficult to make the transfers In spite of tl h 


the Stinnes companies did maintain payments to the full extent possible in view 
the deplorable world conditions, and even as late as 1{M3, some 2 years after 
war between the United States and Germany had commenced, payments were 
still being made by the German Stinnes organizations to the United States bond 
holders. As a result, even though there were difficult periods of economic it 
stability, by 1941, of the $25 million of debentures issued, there remained to be 


paid only $4.1 million and accrued interest 

Previous testimony before your committee pointed to a number of transactions 
that occurred during the period that Germany was at war and under the rule 
of an absolute dictator. There it was attempted to show that certain specific 
transactions were done with the intent to defraud American shareholders. If 
one takes a searching look at the transactions that are cited and puts them 
in the proper perspective as to the type of transaction pointed to and the time 
and place, when and where they happened, it is felt that any such brash con 
clusions are totally unjustified. For example, reference has been made to 
certain so-called illegal shareholders’ meetings where additional stock was author- 
ized. Conditions being normal in Germany admittedly we could reproach such 
action. These were not, however, normal conditions, but they were totally 
abnormal. It was to be expected that, with the United States being the situs 
of the holding companies, it would appear under Nazi German regulations that 
these were American companies. Had not certain members of the Stinnes 
family made the fact clear that they were truly German organizations, all of 
the enterprises would undoubtedly have been seized by the German Enemy 
Property Administration and run by it to the clear and obvious detriment of 
American shareholders. Accordingly, for the actual service that the Stinnes 
family performed, and which certainly inured to the benefit of American share 
holders, we submit they are being unjustly criticized. 

Reference was also made, in a denunciatory manner, to the Stinnes family 
using their own family name in their own country and setting up enterprises 
ufter the war which are called competing enterprises. It appears that certain 
interests here do not like any competition by the Stinnes family within Germany 
What would they have the Stinnes family do—deprive them of all right to 
engage in any business enterprise of the type which had been carried on by this 
same Stinnes family for some four generations? If this is the excuse used as 
a justification for the demand that all of the Stinnes interests should be sold to 
American citizens, it appears that it stands on weak ground, indeed. 

In conclusion, the only real connection that these companies have or have 
had with the United States is the financing referred to above which has been 
fully paid and the fact that the United States is the situs of the parent holding 
company. If ever any of the vested assets should be returned to their rightful 
owners in Germany. it is felt that these properties should be among the first, 
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and, under no circumstances, do we feel there is any justification in having 
them liquidated and sold to American interests who would then have to operat; 
them within Germany, not within the United States. Accordingly, it is respect 
fully submitted that the restrictive provision in S. 995, and designed directly 
against the Stinnes family, be deleted in its entirety in any contemplated retur: 
of the vested German assets. 

Sincerely yours, 


Lykes M. BoyxKIn. 


Burke & BURKE, 
New York, N. Y., April 27, 1956. 


Hon. OLIN D. JOHNSTON, 


Judiciary Subcommittce on Trading With the Enemy Act, 
HOLC Building, Washington, D. C. 


DrAR SENATOR JOHNSTON: AS attorney for Mary Elizabeth Kemmerer and 
Anne Halbach Buimstead, daughters of Ernest K. Halbach (formerly president 
of General Dyestuff Corp.), 1 received a notice of the public hearing on April 
20, 1956, in connection with various bills to amend the Trading With the Enemy 
Act. I considered appearing on behalf of our clients but in view of the fact 
that the so-called Halbach case has been extensively covered in previous hear 
ings of the Judiciary Subcommittee, I concluded it was best not to crowd further 
your calendar for the day. However, since the printed record of the hearings 
wus left open for 10 days for the receipt of further statements, I would like to 
take this opportunity to request the insertion of the enclosed statement in the 
record of the proceedings of the subcommittee for which you have served as 
chairman. In a busy age when long-standing principles are likely to be com- 
promised, it is reassuring to know that your subcommittee is giving careful 
consideration to the Trading With the Enemy Act, and I sincerely hope that 
legislation may result which will confirm the long-standing opposition of the 
Anglo-Saxon world to confiscation in whatever guise and repair the grave in 
justices committed under the vesting procedure during World War IL. 

With highest regards, I am 

Respectfully yours, 


COLEMAN BURKE. 


MEMORANDUM ON BEHALF OF MARY ELIZABETH KEMMERER AND ANNE HALBACIE 
BUMSTEAD 


This memorandum is submitted on behalf of Mary Elizabeth Kemmerer and 
Anne Halbach Bumstead, the daughters of Ernest K. Halbach (formerly presi- 
dent and principal stockholder of General Dyestuff Corp.). My clients received 
their interest in the controlling stock of General Dyestuff Corp. through a trust 
which was established by Mr. Halbach for the benefit of his wife and remainders 
over to his two daughters. In order to summarize as briefly as possible the 
acquisition by Mr. Halbach of his interest in General Dyestuff Corp., his transfer 
of the property to his wife and daughters, the ultimate vesting of the property 
by the Alien Property Custodian and subsequent history of the ease, I attach 
hereto and make a part hereof a copy of a letter which I wrote to Attorney 
General Brownell under date of February 11, 1955. The Attorney General re- 
plied to my letter citing the “purchase release” of the Halbach stock by the Office 
of Alien Property in 1945 and quoting from the decision in the Third Circuit 
Court of Appeals in which my clients lost their case against the Government 
based on a claim of duress when settlement was made in 1945. The Attorney 
General suggested that if we had any claims for further relief in the courts, 
we were free to pursue whatever remedies we might seek. 

Since mny earlier exchange of correspondence, additional evidence has come to 
my attention which hus made me more convinced than ever that the hand of 
the late Harry Dexter White and others in the Communist conspiracy were 


involved in the leaks to the newspaper P. M. in January 1945 which was an 
falbach and his daughters to a settlement 
with the Government. When the duress suit was brought against the Gov- 
ernment many years later, the Government defended on technical grounds and 
the result has been that the Halbachs have never had a fair and full opportunity 
to test this matter on its merits in the courts. Attached hereto is a copy of 
a letter of the late Senator Robert A. Taft, an outstanding member of the legal 


important factor in bringing Mr. 
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profession, sent to former Attorney General James P. MeGranery in J 
1953, requesting that some way be worked out to give the Halbachs an oppor 
mity for a trial on the merits lie wrote Whether Halbach can technica 
rove duress-—always an almost impossible burden to sustain—-the very oppos 
tion of a wartime government and the relative helplessness of a tizen in a 
negotiated wartim sale does create a presumption of overreaching | ge 
ernment, even though there might not be technical duress which | rovable 
na court.” He further stated: “It is important that a government dedicate 
o doing justice that it look beyond the merits of technical devises and examine 
the fundamental issues of justification for the contisention of property in the 


first instance and the implication of disloyalty that so easily goes with 

In the interests of my clients, I strongly urge that general legislation be 
adopted providing for the return of vested property, including provision for 
instances like the Halbach situation where property, improperly vested, was 
transferred to the Government by means of a settlement. If such general legis 
lation is not passed, I urge that a special bill be passed by the Congress giving 
the Halbachs and others similarly situated an opportunity to proceed in the 
Federal courts for the recovery of their property, such trial to be on the merits 
and without the imposition of technical defenses which so far, in my judgment 
and in the judgment of many associated with this case, have prevented justice. 
This is an outstanding case because the return requested here involves not the 
property of Germans or Japanese but the property of American citizens born in 
this country and having lived their lives as loyal Americans 

In conclusion, I submit that any compromise with maintaining our ancient 
and honorable policy against confiscation by way of limiting to $10,000, or any 
other figure the property which may be returned in a given case will inevitably 
lose for the United States reputation and dollars far beyond the maximum 
figure which anyone has yet cited as justification for holding confiscated prop- 
erty to offset war claims of American citizens. How can we spend billions at 
home and abroad for a better world and justify the saving of perhaps a few 
hundred million dollars on grounds of economy when we compromise the sanc- 
tity of principles which we and our forebears have maintained for many 
centuries? 

COLEMAN BURKE 
NEw York, N. Y., April 27, 1956. 


LurRKE & BURKE, 
New York, February 11, 1955. 
Hon. HERBERT BROWNELL, Jr., 
The Attorney Geicral, 
Department of Justice, Washington, D. C. 
My Dear Mr. ATTORNEY GENERAL: I am writing in response to your sugges- 
tion at our conference on December 13, 1954, that I submit a memorandum to 
assist you in reviewing the Halbach case. I very much appreciate the oppor 
tunity because there appears to us to be a way whereby the Department of Jus- 
tice could promptly rectify, with fair play and honor to all concerned, one of 
the great injustices of our time. I am happy and proud to believe that the 
Department of Justice under your leadership has concern for elimination of 
injustice as well as the prosecution of its perpetrators. 
in order to underscore my personal feelings about the almost unbelievable 
facts of the Halbach case which transpired during a decade of Democratic 
administrations, it seems pertinent to point out that it was described by Hon. 
Leo T. Crowley, Alien Property Custodian, who vested the Halbach property, as 
“one of the shameful injustices of the war,” by Hon. John J. Burns, who investi- 
gated the vesting for Mr. Crowley and found it to have been without the slightest 
basis, as a “tragic miscarriage of justice,” and by the late Hon. Joseph B. 
Keenan, a former Assistant Attorney General of the United States for manv 
years, as “one of the most startling examples of injustice worked by a govern- 
ment upon its citizens that it has ever been my misfortune to encounter.” 
These statements reflect the sense of revulsion of the men named by reason 
of the original confiscation of the Halbach property and the vicious campaign 
against the family which compounded the injustice. The facts reveal an in 
credible story. Mr. Halbach, an American citizen born in Philadelphia of 
American parents, his father having been naturalized in 1885, has spent his life 
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in the dyestuff industry, 


having been associated with General Dyestuff Corp. 
since 1926 


He owned a substantial minority interest in the corporation and 
became its president in 1930. The controlling stock was owned by an American 
citizen, D. A. Schmitz. In 1938 when Mr. Halbach learned that Mr. Schmitz 
might have to give up his control of General Dyestuff Corp. in order to become 
head of the new General Aniline & Film Corp., he went to Mr. Schmitz and asked 
if Schmitz would sell to him. Schmitz was reluctant to sell lest the stock get 
into the hands of competitors in the dyestuff industry but this difficulty was 
resolved by having a stockholders’ agreement in usual form giving the corpora- 
tion a first refusal at $100 per share if the stockholder wanted to sell or if he 
died or left the corporation. Finally Schmitz agreed to sell and his shares were 
bought by General Dyestutf Corp. out of its surplus. Thereafter the corpora- 
tion sold shares to Mr. Halbach and other employees and he became the con- 
trolling stockholder with a total of approximately 54 percent of the stock. He 
paid for his stock out of his own cash savings and a secured loan at his bank. 

By agreement dated December 6, 1940, Mr. Halbach transferred all his shares 
to two American trustees—his wife, Elizabeth S. Halbach, an American, born 
in Pittsburgh, Pa., and Colby Stilson, a lawyer—pursuant to a trust agreement 
viving a life interest to Mrs. Halbach and for the ultimate benefit of Mr. Hal- 
bach’s two daughters. Mr. Stilson later resigned and was succeeded by Frank- 
lin Stafford, Mr. Halbach’s brother-in-law, as trustee. 

A year and a half after this transfer on June 30, 1942, the Alien Property 

Custodian vested all the stock of General Dyestuff Corp. including the steek in 
the Halbach trust. The trust stock in which Mr. Halbach had no legal or 
equitable interest was held by American trustees for American born beneficiaries. 
After the death of Mrs. Halbach the interest in the General Dyestuff Corp. stock 
was distributed to Mary Elizabeth Kemmerer and Anne Halbach Bumstead, who 
are the real parties at interest in this appeal and both of whom I represent as 
well as Mr. Halbach, who, for natural and obvious reasons, has continued to seek 
justice for his daughters. 
Upon vesting the stock Mr. Crowley appointed new officers and directors and 
AIr. Halbach was ousted both as president and as a director, although he was 
retained as a special consultant of the General Dyestuff Corp. until 1950. 
followed in certain quarters 
family. 


1 
A. 


There 
a vicious Campaign to break Mr. Halbach and his 


The campaign had really commenced in December 1941 when Mr. Halbach 
was indicted with others for an alleged conspiracy with German interests to 
violate the antitrust law. The Federal Government did not bring the case to 
trial until 1952 when Mr. Halbach took the stand, refused a nolo contendere 
plea, and was acquitted. Since the issues in that case concerned the questions 
involved in the confiscation of the Halbach property, the acquittal is significant, 
and especially so, because despite the fact that the Treasury and the Department 
of Justice had access to the I. G. Farben files and the indictment was pending 
during many years of the military government in Germany, the Government 
was unable to produce evidence to substantiate its charge. It is also interest- 
ing that this Damoclean sword was held over Mr. Halbach until he was released 
by General Dyestuff Corp. and had refused to order his daughters not to bring 
the suit to get back their stock on grounds of duress in 1951. 

2. In July 1942 the Treasury Department blocked the private bank accounts 
of Mr. Halbach, his wife, his brother-in-law, his daughter Anne and even his 
S6-year old mother, and kept them blocked. As a resident of Short Hills, N. J., 
since 1942, I know the opprobrium which this well-known fact cast on the family. 
Its effects on Mr. Halbach and on his daughters are still present. 

3. The Bureau of Internal Revenue began an intensive audit of Halbach’s 
income tax returns. 

t. Treasury Department agents who supervised the operations of General 
Dyestuff Corp., subjected him to constant surveillance and created the impres- 
sion in the office that Halbach was an agent of the enemy. 

5. Agents went unannounced to the Halbach home and in the presence of 
the daughter Anne, but unknown to Mr. Halbach, questioned Mrs. Halbach, 
dying of cancer, about his German connections. 

6. Pressure was applied to oust Mr. Halbach from General Dyestuff Corp. 
at the same time that the Government was obtaining his services as a dollar-a- 
year man on the War Production Board Dyestuff Advisory Committee. 

7. Finally the pressure was such and the end of the war so uncertain that the 
trustees of the Halbach trust brought suit for the return of the vested property 
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in March 1944. Thereafter it was suggested to Mr. Halbach that his counsel 
communicate with the Department of Justice with respect to settlement. A 
meeing was held on November 29, 1944, between Mr. Halbach’s counsel, Herbert 
Wechsler, Assistant Attorney General of the United States, and others. Mr 
Wechsler contended that the Custodian could bring about a situation (presumably 
firing Mr. Halbach from General Dyestuff Corp.) where the trust stock could Ix 
acquired at the option price of $100. Mr. Halbach and his counsel contended 
that the trust either should recover nothing or all of the stock. While talks 
were in progress a series of articles appeared in the New York newspaper P. M. 
characterizing Halbach as an “I. G. Farben agent,” “ex-aide of I. G. Farben” 
and as “one of I. G. Farben’s oldest and most trusted prewar associates in the 
United States.’ This was the final blow. The pressure was too much for 
the family and the suit was settled by sale of the stock to the Government at 
$100 per share plus interest. 

No useful purpose would be served in recounting the events since January 27, 
1945. After a few years with no real relief in sight, no one in the Government 
courageous enough to rectify the wrong, and the statute of limitations running 
out, suit was started by Mrs. Kemmerer and Mrs. Bumstead in the Federal dis- 
trict court at Newark to open up the judgment against the Halbachs on the 
ground of duress. The case and the appeal thereon in the Court of Appeals for 
the Third Circuit were lost, as you know. Proving legal duress against our 
Government is an almost impossible burden. 

Since that case was tried, however, an investigation has been made of facts 
surrounding the leak to P. M. in January 1945. We believe we now have evidence 
which links the leak to P. M. to the clammy hand of the late Harry Dexter White 
It appears that agents of White in the office of the Alien Property Custodian 
made secret files available to P. M. Moreover, it must not be forgotten that the 
brother of Herbert Wechsler, the Assistant Attorney General of the United 
States who handled the Halbach case, was on the staff of P. M. 

We believe that the case in the third circuit should be opened up on the ground 
of newly discovered evidence and that, in your discretion, you might then let 
the case proceed to trial on its merits. No less an authority than the late 
Senator Robert A. Taft urged this course in the attached letter to your predecessor 
in office, Mr. McGranery. Senator Taft knew of the successful technical position 
of the Government behind its “purchase release” of the Halbach stock, but he 
strongly urged that some steps be taken to give the Halbachs an opportunity to 
have their case decided on the merits. He urged that if the confiscation of 
the Halbach stock “was not a proper action by the Government, it should not 
hide behind a technical curtain and prevent a citizen from asserting his rights 
on the basie merits involved.” 

Of course, I am aware of your opposition to S. 3423, the so-called Dirksen bill, 
which provided for revesting of vested property and contained provisions which 
would cover the Halbach situation. Moreover, I am surprised and very much 
disappointed that dollar considerations seem to be prejudicing a forthright 
stand in some quarters against confiscation. Nevertheless, I appreciate the 
political aspects, State, National and international, involved in connection with 
alien propert yand the Trading With the Enemy Act, and if the legitimate relief 
provisions in the Dirksen bill or any similar bill on behalf of the Halbachs and 
those similarly situated are to be defeated because of opposition to other pro- 
visions of the contemplated legislation, I urge all the more that our matter be 
handled by the judicial process. 

No fair criticism can come to you or to your office or to the administration if 
you grant us an opportunity to seek a decision on the merits. At long !ast Mr. 
Halbach received vindication in the criminal courts. I believe it is in your 
hands to give him and his family a fair opportunity for vindication in the civil 
courts. 

I deeply appreciate your willingness to reexamine this whole matter and I 
shall be glad to go to Washington at any time on short notice to confer further 
with you about this. 

With highest personal regards, 

Respectfully yours, 
COLEMAN BURKE. 
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Cory or UNDATED LETTER SENT IN JANUARY 1953 BY THE LaTE SENATOR Ropert A. 
TAFT TO THE THEN ATTORNEY GENERAL JAMES P. MCGRANERY 


Hon. JAMES McGRANERY, 
The Attorney General, 
Department of Justice, Washington, D.C. 


Dear Mr. ArrorNey GENERAL: This acknowledges your letter to me concern- 
ing the Halbach case. Your letter must have crossed my second letter to you 
of January 3, agreeing with the arguments of Senator Langer’s letter to you 
of January 2, concerning the same case. I cannot help but feel that your 
letter must have been prepared before you yourself had opportunity to read 
Senator Langer’s letter and my second letter, since your reply reflects a mis- 
understanding of my views. 

I am fully cognizant of the successful technical position of the Government 
behind its “purchase release” of the Halbach stock. Let me point out, how- 
ever, that a trial on the merits of that technical defense is not a trial on the 
merits of the Halbach case. Whether Halbach can technically prove duress— 
always an almost impossible burden to sustain—the very opposition of a war- 
time government and the relative helplessness of a citizen in a negotiated war- 
time sales does create a presumption of overreaching by government, even 
though there might not be technical duress which is provable in a court. 

A trial on the merits, in my judgment, is a trial of the fundamental issue, 
namely, whether the Halbachs were enemy nationals or cloaks for enemy na- 
tionals, so that Government was entitled to seize their property prior to its 
“purchase” after seizure. Such a seizure does carry an implication of disloyalty 
in time of war. It is important that a government dedicated to doing justice 
that it look beyond the merits of technical devises and examine the funda- 
mental issues of justification for the confiscation of property in the first instance 
and the implication of dislovalty that so easily goes with it. If the Government 
acted properly and legally in this matter, it has nothing to fear or to lose since 
the court would confirm such seizure. If this was not a proper action by 
Government, it should not hide behind a technical curtain and prevent a citizen 
from asserting his rights on the basic merits involved. 

T am convinced in the interest of justice that the Department of Justice, 
under which this confiscation was effected, should lend every effort to clarify 
the matter before it goes out of office. I respectfully suggest, therefore, that 


you reexamine the whole matter in the light of my second letter and also the 
letter of Senator Langer. 


Respectfully, 
Rosert A. TAFt. 


STATEMENT OF LAURENCE A. KNAPP, ATTORNEY, WASHINGTON, D. C. 


There is one phase of the vesting program carried out by the Office of Alien 
Property which led to unintended injustices. Relief in these cases, apparently 
precluded under the Trading With the Enemy Act as now written, should in any 
ease be rendered crystal clear by amendatory legislation. 

Early in 1947, the United States, through the Treasury and the Office of Alien 
Property, announced that German enemies (that is, Germans resident in Ger- 
many and German firms and corporations) could, after December 31, 1946, ac- 
quire and develop funds and other assets in the United States without fear that 
those assets would be vested or prejudiced under the enemy property laws. By 
these announcements, the postwar channels of trade and financial relations were 
reopened so as to enable Germany to reconstruct her economy and resume com- 
mercial and financial relations with the United States. (See Treasury Depart- 
ment press release of March 4, 1947; public circular No. 28, 8 CFD 511.325; 
1947 Annual Report, Office of Alien Property, p.2). 

To accomplish this it was necessary to declare, as these announcements stated, 
that assets and property interests in the United States acquired by persons and 
companies in Germany after December 31, 1946, would not be vested by the Office 
of Alien Property or disturbed by the Treasury under the vesting and blocking 
measures of the wartime period. In effect, these pronouncements terminated 
the war as to commercial and financial transactions with Germany, and actually 


encouraged their inauguration under the clear assuramces which the United 
States proclaimed in these official declarations. 
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Unfortunately, these declarations were stated in terms of policy and not of 
power, and there appear to be some cases in which the Office of Alien Property 
vested property or property interests in the United States which in fact were first 
acquired after December 31, 1946, by Germans resident in Germany. No doubt 
in these cases the Office of Alien Property lacked full possession of the facts 
and on the basis of its limited information thought the interests vested might 
have arisen prior to the cutoff date. These possibilities of error were heavily 
present due to the practice of taking vesting action without hearings or intensive 
investigations. These defects in the vesting procedure were compounded in the 
months just preceding the enactment in 1951 of the joint resolution terminating 
the state of war with Germany, when the Office of Alien Property mounted a 
rush campaign to effectuate its vesting program in a myriad of cases lest termi- 
nation of the state of war preclude further vesting. 

Vesting action in those cases where in fact the German interests in United 
States assets first arose after the announced eutoff date has had tra:ic conse 
quences. The reason is that, under the Trading With the Enemy Act us inter- 
preted by the Office of Alien Property, there can be no return to the German 
owners either under section 9 or the administrative return provisions of section 
32. Under the Custodian’s view, such claimants are ineligible for administrative 
allowance by the Custodian, and due to their technical enemy status they are not 
entitled to recovery in judicial proceedings under section 9. Accordingly, the 
Custodian must reluctantly have come to the conclusion that even if his vesting 
action in such cases was clearly erroneous, he is powerless to correct it. 

What this means is that the Office of Alien Property lost sight of the fact 
when the cutoff date was announced, tbat statutory provision would be needed 
to clearly authorize return in those cases in which the Custodian were, by mis- 
take, to vest interests passing after the cutoff date. So the cutoff pronounce- 
ment actually provided protection only to the extent that the Custodian made 
the right guess and concluded not to vest. 

The need for explicit legislative clarification is illustrated by one important 
case involving vesting order No, 18246, issued July 26, 1951. This was a late 
order, issued 17 days after the President, in proposing that Congress termi- 
nate the state of war with Germany, ccnfirmed in his message to Congress that 
the Custodian’s program of “vesting German property * * * does not extend 
to property acquired since the resumption of trade with Germany on January 
k tose 33" 

The case involves a Costa Rican company, established about 1890, which 
by World War II had built up extensive agricultural and commercial interests 
in Costa Rica, some profits from which were held as reserves in New York 
banks in genuine company accounts built up and maintained for this purpose 
for many years. A majority of the company’s stock and its full control was 
in the hands of three family members who were native-born citizens and life- 
time residents of Costa Rica; the minority stock was owned by members of 
the family who lived in Germany. Following the United States announcements 
of the December 31, 1946, cutoff date, the United States authorities fully un- 
blocked the company’s New York accounts, and with knowledge of and in re- 
liance upon the stimultaneous United States announcements of the cutoff date, 
the company took formal corporate action in the most regular way, under which 
portions of the New York reserves corresponding to their share ownership were 
distributed to the majority Costa Rican stockholders, with the balance left in 
the company accounts for further determination. 

On July 26, 1951, the Office of Alien Property vested the balances in the ac- 
counts, apparently on the theory that these were not true corporate accounts 
but rather that the assets were the individual property of the stockholders and 
had been prior to the cutoff date, a theory for which full investigations have 
shown there is not and never has been the slightest factual or legal foundation. 
The Office issued the vesting order without consulting the extensive files and 
records of the company or making any other responsible effort to ascertain 
the basic facts. Its vesting order, therefore, could only have been based upon 
pure suspicion that some interests in the accounts might have passed to indi- 
vidual stockholders prior to the cutoff date and upon a hope that later and 
competent investigations of the facts would bear out the suspecion. Such 
investigations, however, have demolished both the suspicion and the hope. 

To make matters worse, the vesting order was issued without notice to counsel 
for the eventual claimants, who have been assured that vesting action would 
be withheld to permit counsel to make the necessary time-consuming investiga- 
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tions in the United States, Costa Rica, and elsewhere to demonstrate that 
vesting action was unwarranted under the United States declarations protecting 
interests passing after the cutoff date. 

Claims have been filed with the Office of Alien Property. But, as stated, 
if the minority stockholders acquired rights in the company assets, and if it 
is now demonstrated in the claim proceedings to the complete satisfaction of 
the Director of the Office of Alien Property that those rights were first acquired 
after the cutoff date, there appears to be no possibility of allowance of the 
claims under the present return provisions of the act as interpreted by the 
Office of Alien Property; there appear to be no court decisions opposing its 
position. 

The possibility of relief under the present statute from this grave injustice 
should not be left to the risks and uncertainties of administrative or judicial 
interpretations, but should be explicitly spelled out in the act by amendatory 
legislation. It is enough that the act now contains no provision clearly author- 
izing return in this type of case. Such corrective action is demanded in order 
that any and all German owners who relied on the United States cutoff pro- 
nouncements will be guaranteed the protection which those pronouncements 
promised. There can be no legitimate objection by the Office of Alien Property 
to such an amendment, since its only effect is to insure that the Office’s vesting 
program will, in fact, conform to the Office’s own repeated declarations. In 
addition to the case put, it must be assumed that there are others in the same 
eategory equally deserving of identical recovery protection. 





WASHINGTON, D. C., April 30, 1956. 
SENATE SUBCOMMITTEE ON THE TRADING WITH THE ENeEMy ACT, 
HOLC Building, Washington, D. C. 
(Attention: Mrs. Downey.) 


Dear Mrs. Downey: In accordance with our phone conversation of this morn- 


ing, | am mailing to you, for submission to the subcommittee, copies of letters 
written by Mr. A. E. Sarthou to Senator Kuchel (November 24, 1955) and to 
Congressman Hagen (October 29, 1955) in connection with Mr. Sarthou’s claim 
to property left him by will, but which is being withheld from him by the Office 
of Alien Property because of this agency’s “successor in interest’ rule. The 
“successor in interest” rule is invoked to prohibit return of the property to 
Mr. Sarthou because his testator, under the statute, could not obtain such a re- 
turn, if he were alive to receive it. 
Sincerely yours, 


JOHN A, CURTISS. 


NOVEMBER 24, 1955. 
Hon. THoMas H. KucHEL, 


United States Senator, 
Senate Building, Washington, D. C. 


My Dear Senator: I acknowledge receipt of your letter of November 3 regard- 


ing my claims with the Office of Alien Property in the Attorney General’s 
Office. 

In the matter of submitting a statement through the Senate Judiciary Sub- 
committee on Trading With the Enemy Act in connection with the hearing to 
be held by it on Senate bill 2227 and related measures on November 29 and 
30, I would appreciate it very much if you would hand the chairman of the 
committee my letter to you dated October 26, 1955, which contains much factual 
matters regarding such claims, and also a copy of this letter. I enclose an extra 
copy for your convenience. 

In addition to the factual data set forth in my letter to you dated October 
~6, 1955, 1 feel quite strongly that emphasis should be placed on the proposition 
that if the Government is going to return any asysets to American citizens, 


then it ought to return all assets to American citizens held by the Alien Property 
Custodian, as there can be no justification whatever in withholding part of such 
wssets belonging to American citizens. Again, it is my considered opinion that 
the Trading With the Enemy Act should be revised and amended so as to make 
it clear once and for all that loyal American citizens cannot be deprived of a re- 
turn of property belonging to them (in the instant case received through the 
terms and provisions of the last will and testament of Paul von Neindorft) 
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merely because their predecessor in interest was not entitled to such return. An 
amendment of this character appears to be absolutely necessary in order to 
repudiate the policy laid down by the Office of Alien Property in the Attorney 
General's Office which is designated by such office as the “Successor in interest 
rule.” In other words, the act should clearly set forth that each claimant's case 
should be judged on the character of the claimant and not on the 
character of the claimant's predecessor in interest. 

It is crystal clear to me as a citizen of the United States that it is not only 
to the interest of the legatees named in the last will and testament of Paul 
von Neindorff, deceased, but also to the interest of the United States Govern- 
ment to return the property of the Von Neindorff estate to the undersigned as 
executor of the last will and testament, thereby putting said property to work 
producing income taxable under the Internal Revenue Act of 1954. 

Respectfully yours, 


basis of the 


A. E. Sarrnou, 
As executor of the last will and testament of Paul von Neindorff, deceased, 


OcToRer ZY, 1955 


Hon. HARLAN HAGEN, 
Washington, D.C. 


DEAR CONGRESSMAN HaGeN: Appreciating fully the many personal requests 
inade on you by your constituents I will abide by your decision as to whether 
mine merits your consideration. I have never had the pleasure of meeting you, 
however, I know we have many mutual friends. 

As a background I will say I was born in Porterville, Calif., and have lived 
here all by life. For 25 years I was engaged in the packing, shipping, and 
farming business, selling out in 1948. Since then I have been in the personal- 
investment business, owning both city and country property. 

In the early thirties, while I was engaged in the packing business, I became 
acquainted with Paul Von Neindorff, a native of Germany, naturalized as an 
American citizen in New York City on July 2, 1886, who lived here for 34 years, 
owning property at least 25 years of that time. At the time of my first ac- 
quaintance with Mr. Von Neindorff he was the owner of several orange groves 
near Porterville and eventually I handled all the packing of his citrus groves 
and managed his ranches during his absence. On May 9%, 1940, he and his 
wife gave me their power of attorney and I took complete charge of his prop- 
erty and other interests. You no doubt recall that during the thirties condi- 
tions were very bad, returns from his citrus groves were barely sufficient to 
pay operating costs. It so happened that Mr. Von Neindorff had, through 
inheritance, acquired property in Germany, so in order to profit from this 
property it was necessary for him to live in Germany part of each yeur, as you 
know during the Hitler regime it was impossible to take money out of Germany. 
He was caught in Germany in 1941 when war was declared and unable to 
return to this country. On December 21, 1943, his property and other assets 
were vested by the Alien Property Custodian. In the later part of 1944 I 
learned, through the Red Cross, through whom I had made several requests 
as to Mr. Von Neindorff’s whereabouts, that he had died on November 15, 1944, 
in a German prison camp in Salzburg, Austria. Mr. Von Neindorff had left 
a will, with his attorney, Mr. W. H. Wadsworth, of Los Angeles, Calif., in which 
he had made me the executor of his estate and through its terms had left all 
of his United States property to myself and several other American citizens. 
I immediately filed a claim with the Alien Property Custodian for the return 
of the property, so I, as executor, could carry out the terms of the will. The 
Alien Property Custodian contested my position, claiming that Mr. Von Neindorft 
was an enemy alien and had helped Germany sometime before and immediately 
after our declaration of war, for a short period. In 1948 my claim was tried 
in the United States district court, southern district of California, before Judge 
Paul J. McCormick and on July 26, 1948, he rendered his decision, denying my 
claim, however, without prejudice. During the many years since I have, through 
my attorney, Mr. Wadsworth, and the firm of Pope, Ballard & Loos, attorneys 
in Washington, D. C., tried to get an administrative hearing. Within the last 
few weeks, Mr. Curtiss, attorney out of the office of Pope, Ballard & Loos, 
had an interview with a Mr. Schor, a lawyer and assistant chief of the legal 
department which has the responsibility of interpreting the Trading With the 
Enemy Act for the Alien Property Custodian. The Office of the Alien Property 
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Custodian have made a policy decision and even given it a name, which is this, 
“the successor in interest rule,” actually it is this rule and not the Trading 
With the Enemy Act or the “national interest” (contained in sec. 32 (a) (5) 
of the trading with the enemy), that has prevented me from getting an admin- 
istrative hearing. Without some help from you and my Senator it seems certain 
that I will never be allowed a hearing. My position is that only American 
citizens profit by the return of the Von Neindorff property and it is to the 
interest of the United States to see that this property is returned. 

Since the end of the war several bills have been introduced in Congress along 
the lines of clarifying the position of claimants with the Alien Property Custodian 
and among them I call your attention to bill S. 2227, introduced June 14, 1955 
by Mr. Kilgore, which was referred to the Committee on the Judiciary. In 
reading this bill I call your attention to the paragraph stating that an amount 
of $10,000 could be returned; however, my contention is that if such an amount 
could be returned, why not ail, or at least up to $100,000. 

Thank you for taking the time to read this letter and if you feel I have any 
justification in my request I would appreciate your contacting the office of the 


the Alien Property Custodian or their legal department and also studying 
earefully the contents of bill S. 2227 


mite ls 
Yours respectfully, 


A. E. SARTHOU. 


New York, N. Y., April 29, 1956. 
Hon. Ov1In D. JOHNSTON, 


Chairman, Judiciary Subcommittee on Trading With the Enemy Act, 
Washington, D. C. 


Dear Six: Enclosed herewith you will find a memorandum which I have pre- 
pared in behalf of my client, Aron Perlman, 50 Broad St., New York City, with 
reference to various bills now pending before your committee providing for 
amendment of Trading With the Enemy Act. 

Also enclosed is a copy of a letter written by my client on August 16, 1954, to 
Senators Lehman and Ives, with reference to the then pending 8S. 3423, which I 
feel is pertinent to the present issues. 

I would appreciate your acknowledging receipt of the enclosures, and trust you 
will give same your earnest and serious consideration. 

Very truly yours, 
MortTiMeEr J. METCHIK. 
MEMORANDUM SUBMITTED BY MorriMER J. METCHIK IN BEHALF OF ARON PERLMAN 


This memorandum is submitted with reference to the following bills now 
pending before the subcommittee: S. 854, S. 995, S. 1405, S. 2227, S. 3507. 

It is respectfully urged that the subcommittee reject all efforts to amend 
section 32 and section 39 of the Trading With the Enemy Act, providing for 
a revesting of enemy alien property. 

On the other hand, favorable and immediate consideration should be given 
to those provisions of S. 2227 which would compensate American citizens for 
property damage and losses arising out of World War II hostilities. 

The several bills now pending before the subcommittee serve purposes which 
are mutually incompatible and/or give rise to a serious conflict of priority. 

Legislation designed to return former enemy assets (S. 854, S. 995, and 
S. 3507) cannot be reconciled substantially or from a practical standpoint with 
an intention to compensate American citizens for war damage claims. 

Moreover, the proposed amendment of section 39 as set forth in S. 2227 
permitting enemy alien properties to be returned to their former owners would 
deprive American nationals of an important and proper source of funds for 
satisfying legitimate war damage claims. 

The restoration of seized enemy assets as authorized by S. 995 would be 
decidedly inequitable at this time, in view of the fact that war damage losses 
suffered by American citizens have not yet been compensated. 

In addition to the fact that presently available funds are inadequate to satisfy 
existing claims now provided for by law. 

There are categories of war losses suffered by American nationals fairly and 
properly compensable, for which no provision has as yet even been made. 

Reference is had primarily to physical loss of and loss of income from property 
of American citizens located in Germany, resulting from World War II hostility. 
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The basic principle and yardstick which this subcommittee should adopt in its 
consideration of these various bills is that provision be made for recompensing 
all legitimate American war damage claims from the proceeds of seized alien 
property before any portion of such property is returned to former German 
owners or heirs. 

THE PRECEDENTS 


There is ample historical and legal precedent for utilizing German enemy 
assets now in our custody for the satisfaction of property damage claims arising 
out of military operations. 

Existing law specifically authorizes and permits the liquidation of enemy 
alien property for the purpose of satisfying war claims.’ 

The extension of coverage to physical property damage and loss of income 
suffered by American citizens is a logical imperative. 

Aside from legislative authority for the principle involved, the peace treaties 
with Bulgaria, Hungary, and Rumania, for example, reflect the application of 
this principle. 

Each allied power is permitted to retain the former enemy's external assets 
within its jurisdiction for the satisfaction of war damage claims.” Each one of 
the aforementioned treaties quote: “granted the allied and associated powers 
the right to seize and liquidate all property which, on the effective date of the 
treaty, was within their territory and which belonged to former enemies or former 
enemy nationals. These powers were given the right to apply the proceeds of such 
property to such purposes as they might desire, within the limits of their claims 
and those of their nationals, against former enemies and former enemy na- 
tionals * * *. The treaties further provided that all property in excess of the 
amount of such claims was to be returned to the respective countries”.” 


rHE EQUITABLE PRINCIPLES INVOLVED 


As a inatter of simple equity, it would be an intolerable perversion of justice 
to reward, even in part, those interests responsible for World War II while deny- 
ing or drastically limiting the rights and practical possibilities of American citi- 
zens realizing their claims in full. 

There is no legal or equitable justification for providing, as does 8S. 2227, for the 
restoration of enemy property presently vested in our hands to a maximum of 
$10,000, while, at the same time, recognizing American war claims to the limited 
effect of $10,000 (sec. 211, par. 3, S. 2227). 

It would be far more equitable to provide that should any enemy alien funds 
remain after satisfaction of all legitimate American claims, then and in such 
event, they may be restored to their former owners. 

S. 2227 would be a significant and just piece of legislation if revised along these 
lines 

The German claims fund should consist not only of those sources now provided 
for by title II of S. 2227 but also of the entire liquidated assets of vested enemy 
alien property. 

The subcommittee is respectfully urged to amend S. 2227 accordingly and to 
adopt legislation affording compensation to American citizens for damage and loss 
to property and income suffered as a result of enemy hostilities. 

The subcommittee should spurn all efforts to thwart and limit this objective by 
amendment of section 32 and section 39 of the Trading With the Enemy Act. 

The latter sections must remain intact as furnishing the broad basis of prin- 
ciple of the source for compensation of war claims. 


RE RETURNING OF PROPERTIES TO GERMAN Firms Serzep DuRING THE Wak, SENATE 
Bix 8. 3423 
AUGUST 16, 1954, 
To Hon. HErsert H. LEHMAN and IRVING M. IvEs. 
I am writing you with reference to Senate bill 8S. 3423 now pending before Con- 
gress, which I feel deserves your firm and active opposition. 
This bill, sponsored by Senator Dirksen, of Lilinois, would restore $500,000 
worth of enemy alien property to their former German owners. Such a procedure 


2 Sec. 12, War Claims Act of 1948. 

See Supplementary Report of the War Claims Commission (H. Doc. No. 67, January 
1953, pp. 9-33). 

* Supplementary Report of the War Claims Commission, supra, p. 35. 
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would be decidedly inequitable, particularly when one considers that war damage 
losses suffered by American citizens have not yet been recompensed. 

Shall these German financial interests responsible in large measure for the suc- 
cess Of Hitlerism and the financings of World War II be rewarded, while Amert- 
can citizens are told that there are no means available for compensating them for 
property losses visited upon them as a result of a war brought about through the 
machinations of these very same German financial interests? 

After all, is this the kind of twisted perversion of justice that my boys and all 
other American boys fought to achieve? 

Former enemy property should be liquidated by our Government and the pro- 
ceeds utilized to satisfy war losses sustained by Americans. This is authorized 
under existing law (although never acted upon by our Government), but would 
be rendered impossible and turned about in favor of the Germans if S. 3423 were 
to become law. 

This bill, moreover, would produce a fantastic “windfall” for the benefit of such 
concerns as the General Aniline & Film Corp., a former affiliate of I. G. Farbin, by 
awarding these interests the present value of the properties involved. 

I personally lost considerable property to the extent of several hundred thou- 
sand dollars in the eastern part of Germany. Is there at least no justification for 
urging that if any property is turned back to the Germans, they receive at least 
no more than the old value and that the difference be paid out to Americans who 
lost their properties on account of these very Germans whom it is now proposed 
to reward with such “windfalls”? 

For years, there has been talk of measures being taken to compensate American 
citizens such as myself for our war losses. Always, there have seemingly been in- 
surmountable obstacles and the pat explanation from the State Department that 
there are no resources available for such a fund. 

What legislation is entitled to priority 
or one to reward our former enemies? 

From every standpoint of fairness, decency, let alone economic sense, the Dirk- 
sen bill is an outrageous effrontery upon the American public. 

I hope and expect that you will recognize this to be so, and use your energies 
not only to vigorously oppose this measure, but to see to it that at long last, posi- 
tive steps are taken to compensate American war losses in full, 

Respectfully vours, 


a bill to compensate our own citizens, 


A. PERLMAN. 


NEW York, N. Y., April 26, 1956. 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on Alien Property, 


Committee on the Judiciary, Washington, D. C. 


Dear Sir: Pursuant to the invitation extended by the chairman to all inter- 
ested parties at the conclusion of the hearings on April 20, 1956, we are sub- 
mitting herewith our views with respect to certain of the proposed amendments 
to the Trading With the Enemy Act which are pending before your subcommittee, 
particularly those contained in S. 995, 8S. 1405, and S. 2227. For the reasons 
given below, we oppose S. 1405, and S. 2227 and we support the principle of full 
return of vested property as proposed in 8S. 995. 

We represent the so-called Kaufman intervenors in the Interhandel case which, 
as you know, involves the fate and ultimate disposition of General Aniline & 
Film Corp. This action, which was instituted by the company in 1948 under 
section 9 (a) of the Trading With the Enemy Act, is still pending in the United 
States District Court for the District of Columbia. It is entitled Societe Jnter- 
nationale Pour Participations Industrielles et Commerciales, S. A. 
called “Interhandel”’) v. Brownell. 

Since various aspects of this litigation have heretofore been discussed at length 
before your subcommittee, no useful purpose will be served by repeating those 
arguments here. We should, however, like to direct attention to two important 
factors of the case which have been overlooked in previous testimony and which, 
we feel, may be helpful to the subcommittee in arriving at its ultimate decision. 

Briefly summarized, the two points which we should like to emphasize are: 

1. Under the Supreme Court decision in the Kaufman case, nonenemy stock- 
holders of Interhandel are entitled to the benefit of a return in kind of their 
proportionate share of the stock of General Aniline & Film Corp. which was 
vested by the Government; and they may not constitutionally be deprived of 
that right by a sale of the vested assets without their consent. 
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2. Regardless of whether the suit filed by Interhandel for a return of all of 
the vested assets should ultimately be dismissed because of the inability of the 
company to produce all documents required by the Court's order, a major part 
of such vested assets will nonetheless have to be returned for the benetit of the 
nonenemy stockholders. 

As your subcommittee is aware from previous testimony before it, the original 
action which was filed Sy Inte handel in 1948 sought the return of all of its 
vested assets, which included 97 percent of the outstanding stock of General 
Aniline & Film Corp., on the ground that the corporation was neither enemy 
controlled nor enemy dominated. In 1949 we filed a petition in intervention on 
behalf of the Kaufman group of stockholders, and all Other nonenemy stock 
holders similarly situated, on a derivative basis, asserting that, even if it should 
ultimately be determined that the corporation’s management was enemy con 
trolled or enemy dominated, the nonenemy stockholders of this Swiss corpora 
tion would nonetheless be entitled to the benefits of a return of their proportion 
ate share of the vested assets. This position was upheld by the Supreme Court 
on April 7, 1952 in Kaufman v. Societe internationale (343 U. 3S. 156, 06 L. ed 
S53). In sustaining the right of intervention, the court said: 

“Our holding is that when the Government seizes assets of a corporation or 
ganized under the laws of a neutral country, the rights of innocent stockholders 
to an interest in the assets proportionate to their stockholdings must be fully 
protected.” [Italics added.] 

The Court went on to say: 

“The innocent stockholder may not have title to corporate assets, but he does 
have an interest which Congress has indicated should not be contiscated merely 
because some others who have like interests are enemies.” 

We annex hereto as part of this letter the full text of the majority opinion of 
the Supreme Court. 

The net effect of this decision is that the Government is entitled to retain 
under section 9 (a) only the proportionate enemy interest in the vested General 
Analine & Film shares. The nonenemy stockholders are entitled to a return in 
kind of the balance. The right of the nonenemy stockholders to a return in kind 
was dealt with specifically by the United States Supreme Court. ‘The Court 
stated: 

‘The United States wishes to sell the entire assets of Interhandel. And it is 
argued that nonenemy stockholders are to be given a chance in court (which 
right is challenged), they should be limited to individual suits for money judg- 
ments against the Custodian. Petitioners claim a proportional right or interest 
in the specific assets of Interhandel and that they may not be driven to accept 
their share of whatever price the Government may happen to get from a sale of 
these valuable assets. In order to play safe, petitioners have filed a separate suit 
in a Federal district court. But we think the questions involved in disputes like 
this can be more appropriately resolved in the corporate actions authorized by 
section 9 (a) than by resort to a multiplicity of separate actions. In such 
suits the nonenemy stockholder in his own right may assert his nonenemy chara: 
ter in order to protect his own interests from the enemy taint caused by other 
stockholders. Courts trying such corporate actions have adequate equitable 
power and procedural flexibility to protect all interests, even when the corporate 
recovery is not for the benefit of all stockholders but only for those who are non- 
enemies.” [Emphasis added. | 

It follows, therefore, that to the extent at least of the amount of the claims of 
nonenemy stockholders, the Government has no more than a custodial or trustee- 
ship title to General Aniline & Film Corp. The attention of this subcommittee has 
heretofore been directed to the fact that Interhandel’s complaint for a return 
of all of the vested assets was dismissed by the trial court because of the inability 
of the corporation to produce certain documents, notwithstanding the fact that 
the failure to produce was not due to any willfulness or lack of diligence on its 
part. This dismissal was recently affirmed by the United States Court of 
Appeals for the District of Columbia, with the proviso that the dismissal would 
not become effective if full production were made within 6 months from the re- 
turn of the mandate. Such 6-month period has not yet expired. ‘The order 
of dismissal, however, expressly provided that it was not applicable to the claims 
of the intervening stockholders in the action. It is not disputed that the rights 
of the nonenemy stockholders to a return in kind of the vested assets proportionate 
to their holdings remain unaffected by such dismissal, if it should occur. 

(1) In the light of this short history of the litigation, we should like to go on 
record as firmly opposed to S. 1405 or any similar bill or provision authorizing 
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a sale of vested property, whose return is already required, without the prior 
consent of those who assert a claim or interest therein. We are opposed to § 
1405 or any similar measure because it is contrary to the determination and 
mandate of the Supreme Court; it represents an unconstitutional taking of pri- 
vate property; and it is tantamount to an eminent domain taking for a private 
use and purchase akin to a nationalization of private industry, not in further 
ance of any war or national purpose or concern. 

The fundamental objections to a forced sale of wrongfully vested assets ar 
not overcome by the avowed desire of the present administration to “get the 
Government out of business.” This desire, however laudable it may be, cannot 
be made to apply to a situation where the Government, as the Supreme Court 
has held, under an obligation to return in kind to the rightful owners their propor- 
tionate share of a private business. The desire to get the Government out of 
business does not, we submit, justify a sale by the Government to third parties, 
or the relegation of the rightful owners to a claim for compensation after a forced 
sale. There is no national purpose to be served by such forced sale of General 
Aniline stock ; nor is such a sale required for purposes of national defense. Even 
if such a sale in the circumstances were constitutional, which we submit it is not, 
it would be unsound as a matter of policy and, in addition, would establish an ex- 
tremely dangerous precedent. 

Would such a sale be seriously considered if, for example, it had been made 
applicable to the now celebrated Montgomery Ward incident; or to the disposi- 
titon of seized railroads, steel mills, or coal mines ; or to any other private business 
taken over and operated by the Government during a period of emergen¢y ? 
Would anyone suggest that it was sound public policy to direct the sale of such 
seized properties to third parties rather than return them to their rightful owners 
when the necessity for the seizure had ended? Would not such a precedent dis 
play a serious disregard for the protection of private property against Govern 
ment fiat under the fifth amendment? And is the same not equally true with re- 
spect to General Aniline & Film Corp.? 

We should like further to point out that any such forced sale as is contem- 
plated by 8S. 1465 would deprive American citizens and other nonenemy stock- 
holders of the opportunity to participate in any future increased values of the 
company. Should such a provision become law, it would be tantamount to 
saying to the stockholders: While your company was under Government control, 
it has been unable, as the officials of General Aniline have testified before the 
subcommittee, to prosper as it should have; now that we are about to turn the 
company back to private control, we shall take it from you and let others derive 
the benefits that may acerue to the stock as a result of private operation. Such 
a policy is, we submit, neither fair nor equitable; and should not be adopted even 
if it were legally possible. 

Finally, we respectfully submit that any legislation calling for a sale of 
vested assets without the consent of those having a lawful interest therein 
would be unconstitutional]. 

We do not here question the power of the United States to take over and 
vest property in time of war, even if it turns out to be owned by Americans 
or friendly aliens; nor the right of the United States to retain any property 
so vested if it is found to belong to enemies. But the right of the United 
States so to vest property is justified and found to be constitutional only be- 
cause a full and adequate opportunity to obtain a return of the property is 
provided in the Trading With the Enemy Act. We all recognize that in war- 
time it may be difficult to distinguish between enemy and nonenemy property, 
and that mistakes may be made; but the validity of legislation of this type 

depends upon the opportunity that is provided for a correction of the mistakes. 
once established. 

It has been repeatedly held that the Trading With the Enemy Act in its 
entirety is constitutional because the Congress has conferred upon the Alien 
Property Custodian and the courts the power and the obligation to return 
vested property which is later found to have been improperly vested. Pres- 
ervation of the right of return in kind to nonenemies is, we submit, essential 
to the preservation of the right to vest in the first instance. 

As Mr. Justice Oliver Wendell Holmes said for the Supreme Court in Central 
Union Trust Co v. Garvan (254 U. S. 554, 566 (1921)): 

“There can be no doubt that Congress has power to provide for an immediate 
seizure in wartimes of property supposed to belong to the enemy, as it could 
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provide for an attachment or distraint, if adequate provision is made for a 
return in case of mistake.” 

The following month Mr. Justice Van Devanter in the leading case of Stoehr vy 
Wallace (225 U. 8. 239, 245, 246 (1921) ), reiterated : 

“That Congress in time of war may authorize and provide for the seizure 
and sequestration through executive channels of property believed to be enemy 
owned, if adequate provision be made for a return in case of mistake, is not 
debatable.”’ 

“* * * Thus there is provision for the return of the property mistakenly 
sequestered; and we have no hesitation in pronouncing it adequate, for it en- 
ables the claimant as of right, to obtain a full hearing on his claim in a court 
Wallace (255 U.S. 239, 245, 246 (1921) ), reiterated : 

“That Congress in time of war may authorize and provide for the seizure 
yv. Miller (262 U. S. 51, 56, 57 (1923) ), saying: 

“In other words, it is the view of the opinions that the act provides for an 
exercise of Government, but also provides, as we have said, redress for mis- 
takes in its exercise by the claimant of the property filing a claim under section ¥, 
which, if not yielded to, may be enforced by suit.” 

The same view of the Trading With the Enemy Act was taken in World 
War II in Standard Oil Co. v. Markham (57 F. Supp. 332, 334), when Judge 
Knox succinctly stated: 

“The existence of a right upon the part of claimant to regain his lawfully 
seized property, and to do so completely, is essential to the constitutionality of 
the act.” 

To remove these saving provisions of section 9 (a) would, in our opinion, 
render the Trading With the Enemy Act unconstitutional, particularly as 
applied to our case, at which 8S. 1405 appears to be aimed. It is settled law 
that friendly aliens are entitled to the fullest protection of the fifth amendment 
to the same extent as American citizens. Russian Volunteer Fleet vy. United 
States (282 U. S. 481 (19381)). The fact that S. 1405 proposes just compensa- 
tion for a forced sale of private proyerty against the will of those rightfully 
entitled thereto is not a satisfactory, or proper, or “complete’’ remedy in a 
case where, as here, return of the stock of General Aniline & Film Corp. in 
kind, in whole or in part, is required under the Supreme Court decision by 
reason of the interest of the nonenemy shareholders of Interhandel. 

We respectfully submit that, apart from its impact upon the constitutionality 
of the entire Trading With the Enemy Act, S. 1405 would also be unconstitutional 
because it would, in effect, give the executive the power to seize and dispose 
of private property, in the nature of an eminent domain taking, even though 
such property is not intended for nay public use but is intended for sale to other 
private owners. Surely the sale of the vested assets of Interhandel, i. e., the 
shares of General Aniline & Film Corp., does not constitute a disposal of this 
property for a public use. The courts have repeatedly held that the taking of 
private property by the Government for private use is prohibited by the Con 
stitution regardless of whether provision is made for just compensation. 

For the reasons set forth herein, the enactment of S. 1405 will not speed 
up the administration’s avowed desire to “get the Government out of business” : 
but, on the contrary, it will merely result in additional and prolonged litiga- 
tion over the constitutional question presented. The net effect will be that a 
trial on the merits will be postponed indefinitely and the Government will 
“remain in business” for years to come. 

(2) In the Kaufman intervention, we asserted on behalf of claimants a clause 
of action on behalf of themselves and of all other nonenemy stockholders of Inter- 
handel; in other words, a derivative cause of action. The derivative nature of 
this claim was recognized by the Supreme Court in the Kaufman opinion; and 
this view has been more recently reaffirmed by the special master and the district 
court in passing upon various motions and discovery proceedings. The derivative 
nature of the intervention having been established, there remain on this phase 
of the litigation, as we see it, but two principal issues to be decided in the liti- 
gation. First, what were the respective extents of the enemy and nonenemy 
interests in Interhandel on the date of vesting? Once this is determined the 
Government will retain only the shares of General Aniline & Film Corp. pro- 
portionate to the enemy interest, and must return the rest of the shares for the 
benefit of the nonenemy shareholders. The Government may, of course, sell or 
otherwise dispose of, as it sees fit, the shares to which it is found to be entitled. 
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The second issne—and one in which the Government will have no financial 
interest-——-is, who shall be entitled to participate in the shares of General Aniline 
to be returned for the benefit of the nonenemy stockholders? 

We are Satisfied that the evidence will disclose that a preponderance of the 
outstanding shares of Interhandel as of the date of vesting was owned by non- 
enemies (that is to say, American, Allied and neutral nationals). In percentage 
terms we anticipate that the nonenemy interest may well run as high as 70 per- 
cent to SS percent of the total stock outstanding. This, we submit, puts the case 
in quite a different posture from what has been heretofore indicated. Even 
taking the lower percentage figure and calculating, as the Governinent does, that 
the vested assets of General Aniline have a value of $100 million, the value of 
the Government’s interest would amount to only $30 million. 

This figure is very substantially less than has been indicated to you by pre- 
vious estimates, particularly those of the Government agencies. Perhaps this 
is so because of the mistaken assumption by the Office of Alien Property that 
certain affirmative defenses asserted by the Government, such as the statute of 
limitations and the antiassignment act, would drastically reduce the amount 
to be returned for the benefit of the nonenemy stockholders. The contentions of 
the Government with respect to the antiassignment act have already been over- 
ruled by the special master and the district court; and we are confident that 
the same result will follow if and when the Government should ever attempt to 
assert the defense of the statute of limitations. 

We respectfully point out that, since the Government is under an obligation 
eventually to return in kind a very substantial part of General Aniline & Film 
for the benefit of the nonenemy stockholders, the reasons urged in opposition to 
return legislation have been dollarwise diminished pro tanto. We consider, there- 
fore, that our pending Interhandel litigation offers an additional and substantial 
reason for the enactment of S. 995, or any similar bill which would provide for 
the return of vested property to the former owners. On behalf of the nonenemy 
shareholders represented by us, we Can say that we would welcome return by act 
of grace of the Congress, even though it would duplicate the judicial right of 
return which we are asserting in court under section 9 (a) because it would 
expedite the conclusion of the litigation and save time and expense for all in- 
cluding the Government. 

In summary, we respectfully submit that, as the Government does not require 
this property for its own use, any legislation providing for the forced sale of 
these assets to third persons would not only be unconstitutional, but also un- 
conscionable. If the present administration desires to “get out of business,” 
which we have said may be a laudable purpose, then it should return the 
property to those rightfully entitled thereto, especially in a case where the Su- 
preme Court of the United States has already spoken. We therefore must record 
our opposition to 8S. 1405 and to any bill which would permit, without the con- 
sent of those rightfully entitled thereto, the sale of privately owned assets as 
to which a right of return has been established. 

Finally, we cannot but note that the Government has already expended tens 
of millions of dollars in settling claims and administering vested assets. The 
current litigation involving General Aniline & Film Corp. will probably continue 
for some years to come. The Government is using every means and technicality 
available to it, just as if it were another private litigant, to avoid returning the 
properties which the Supreme Court has ruled are held for the benefit of the 
nonenemy shareholders of Interhandel. 

We too have recognized that prolonged litigation of this type is neither econom- 
ical nor constructive. We call to mind that in 1953 your predecessor subcommit- 
tee inquired of us whether any adjustment of the issues involved in this litiga- 
tion would be possible. We advised that committee, through its chairman, Sen- 
ator Dirksen, by letter dated July 28, 1953, that we, on behalf of the nonenemy 
shareholders, had previously taken the initiative to consult with Colonel Town- 
send, Assistant Attorney General in charge of the Office of Alien Property, with 
regard to possible settlement, but that he had terminated further discussions. 
We have made it clear to Colonel Townsend that we were, and we still are, at 
his disposal in this regard. 

Respectfully submitted. 


GravuBarD & MosKkovitTz, 
By Irvine Mosxkovirz. 
SEYMOUR GRAUBARD. 
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SUPREME COURT OF THE UNITED STATES 
No. 172, October Term, 1051 


Exic G. KAUFMAN AND AENNI (C. KAUFMAN, PETITIONERS, t. Socinre INTERNA 
rIONALE Potr PARTICIPATIONS INDUSTRIELLES ET COMMERCIALES, 8. A., BT« 
ET AL. 


On Writ of Certiorari to the United States Court of Appeals for the District of 
Columbia Circuit, April 7, 1952 


Mr. Justice Biack delivered the opinion of the Court 

Acting under section 5 (b) of the Trading With the Enemy Act,’ The Alien 
Property Custodian vested in himself the American Assets of Interhandel, a 
Swiss corporation.” Interhandel sued in the District Court to recover the assets 
rhe Custodian * answered alleging that the Swiss corporation was dominated and 


with German nationals and with the German Government to operate the com 
pany’s business in their interests while we were at war with Germany. Peti 
tioners, United States citizens who own stock in Interhandel, filed a motion to 
intervene. They admitted the Custodian’s charge that Interhandel was domi 
nated by officers and stockholders who had been engaged in such a conspiracy 
They also admitted the right of the Custodian to retain an interest in the seized 
assets proportional to the stock ownership of enemy stockholders. But peti 
tioners contended that they and other nonenemy stockholders had claims in the 
corporate assets which it was the corporation’s duty to protect. Alleging that 
the dominant enemy group which had charge of the suit would not press the cor 
porate claim in a manner that would adequately protect the claims of innocent 
shareholders, petitioners asserted a right to intervene under Rule 24 (a) of the 
Federal Rules of Civil Procedure. The District Court denied the motion to 
intervene, 90 F. Supp. 1011, and the Court of Appeals affirmed—U. S. App. D.C 
ISS F. 2d 1017. Underlying the claimed right of petitioners to intervene is an 
important question of the power of the Alien Property Custodian under the 
Trading With the Enemy Act, namely: What part of the assets of a corporation 
organized under the laws of a neutral country may the Custodian retain where 
part of the corporate stock is owned by enemies, part by American citizens, and 
part by nonenemy aliens? This question was reserved in Clark v. Ucberses 
Finanz-Korp., 332 U. S. 480, 489-490. ‘To consider it was granted certiorari in 
this case. 342 U. S. 847. 

First. Interhandel is a neutral corporation organized in Switzerland. Prior 
to 1941 even ownership of its stock and domination by enemy nationals would 
not have justified seizure of its assets. In order to reach the enemy interests in 
such neutral corporations Congress amended the controlling Act in 1941. The 
background, scope, and consequences of that amendment were discussed in Clark 
v. Uebersee Finanz-Korp., supra. We there held that the 1941 amendment autho! 
ized the Custodian to seize and vest in himself all property of any foreign country 
or national, even that of friendly or neutral nations. At the same time we 
refused to hold that the 1941 amendment deprived friendly or neutral nations or 
nationals of a right to have their assets returned if they could prove that they 
were free of any open or concealed enemy taint. The purpose of the amendment, 
we found, was “not to appropriate friendly or neutral assets but to reach enemy 
interests which masqueraded under those innocent fronts.” Clark v. Uchersee 
Finanz-Korp., supra, 485. 

Thus under the 1941 amendment, the nonenemy character of a foreign corpo 
ration because it was organized in a friendly or neutral nation no longer con 
clusively determines that all interests in the corporation must be treated as 
friendly or neutral. The corporate veil can now be pierced. Enemy taint can be 


140 Stat. 411, 50 U. S. C. App. sec. 1, as amended by the First War Powers Act of 1041, 
55 Stat. 839, 50 U. S.C. App. (Supp. V, see. 5 (b)) 

2 Although the corporation is commonly called “Interhandel,” its full legal name is 
Societe Internationale Pour Participations Industrielles et Commerciales 8. A., ete. The 
American assets consisted of bank accounts and over {0 percent of the capital stock in the 
General Aniline & Film Corporation of Delaware, all of the assets apparently being valued 
at more than $100,000,000 

3In 1946, the Attorney General succeeded to the powers and duties of the Alien Property 
Custodian. Exec. Order No. 9788, 11 Fed. Reg. 11981. 
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found if there are enemy officers or stockholders ; even the presence of some non- 
enemy stockholders does not prevent seizure of all the corporate assets. But 
such a governmental seizure requires consideration of the plight of innocent 
stockholders. For as stated in the Uebersee case, the amendment does not con 
template appropriation of friendly or neutral assets. While Congress has clearly 
provided for forfeiture of enemy assets, it has used no language requiring us to 
hold that innocent interests must be confiscated because of the guilt of other 
stockholders. Nor does any legislative history pointed out persuade us that 
Congress intended to inflict such harsh consequences upon the innocent. We 
decline to read such a congressional purpose into the Act. 

Our holding is that when the Government seizes assets of a corporation organ- 
ized under the laws of a neutral country, the rights of innocent stockholders to 
an interest in the assets proportionate to their stockholdings must be fully pro- 
tected. This holding is not based on any technical concept of derivative rights 
appropriate to the law of corporations. It is based on the Act which enables 
one not an enemy as defined in § 2 to recover any interest, right, or title which 
he has in the property vested. The innocent stockholder may not have title to 
corporate assets, but he does have an interest which Congress has indicated 
should not be confiscated merely because some others who have like interests 
are enemies. 

Second. Section 9 (a) of the Trading With the Enemy Act authorizes Inter- 
handel to maintain this action for the recovery of all its assets because it has 
alleged that it is not enemy dominated. Alleging that they and others are non- 
enemy stockholders, petitioners charge that it is Interhandel’s corporate duty 
to assert a claim for the return of their proportionate interests in the assets even 
though other stockholders who dominate the corporation are found to be enemies. 
Petitioners further allege that the corporate management refuses to assert such 
a claim, but continues to claim only a return of all assets on the theory that 
whatever return is obtained must be divided among enemy and nonenemy share- 
holders in proportion to their stockholdings. This position is taken, petitioners 
charge, because the suit is being controlled by the very stockholders on whose 
account the Custodian seized the property and whose interests will be worthless 
if they are found to be enemies. Petitioners allege that this enemy corporate 
management, fearing confiscation of its enemy-tainted interests, is about to settle 
the corporate claim with the Custodian for an amount less than the value of the 
nonenemy part of the assets. Should this be done, it is said the enemy manage- 
ment contemplates dividing the proceeds proportionately among enemy and non- 
enemy stockholders, thus violating the Act in two ways: (1) by depriving non- 
enemy stockholders of part of their property, and (2) by returning assets to 
foreign enemy stockholders. 

A mere narration of the allegations shows that petitioners’ fears are by no 
means fanciful. Indeed, the Government agrees with the dominant corporate 
managemenf that the interests of enemy and nonenemy stockholders should be 
treated alike. The United States wishes to sell the entire assets of Interhandel 
And it is argued that if nonenemy stockholders are to be given a chance in court 
(which right is challenged), they should be limited to individual suits for money 
judgments against the Custodian. Petitioners claim a proportional right or in- 
terest in the specific assets of Interhandel and that they may not be driven to 
accept their share of whatever price the Government may happen to get from 
a sale of these valuable assets. In order to play safe, petitioners have filed a 
separate suit in a Federal District Court. But we think the questions involved 
in disputes like this can be more appropriately resolved in the corporate actions 
authorized by §9 (a) than by resort to a multiplicity of separate actions. In 
such suits the nonenemy stockholder in his own right may assert his nonenemy 
character in order to protect his own interest from the enemy taint caused by 
other stockholders. Courts trying such corporate actions have adequate equitable 
power and procedural flexibility to protect all interests, even when the corporate 
recovery is not for the benefit of all stockholders but only for those who are 
nonenemies. 

In view of our holding that Congress has recognized that nonenemy stock- 
holders of nonenemy foreign corporations have a severable interest in corporate 
assets seized by the Custodian, it follows that the allegations of these petitioners 
entitle them to intervene. These allezations, if true, show that petitioners in- 
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erests may be inadequately represented and that they may be bound by a judg 
ment in this corporate action. This brings the claim of intervention squarely 
within Rule 24 (a) (2) of the Federal Rules of Civil Procedure. 


Reversed. 


Mr. Justice CLAkK took no part in the consideration or decision of this case. 





NORDLINGER, RIEGELMAN, BENETAR & CHARNEY, 
New York, N. Y., April 26, 1956 
Re 8S, 2227, 84th Congress. 
Hon. OLIN D. JOHNSTON, 
Senate Office Building, Washington 25, D. C. 

DeaR SENATOR JOHNSTON: I understand it has been proposed that the above 
bill which is now under consideration by the Judicial Subcommittee on the 
lrading With the Enemy Act be amended to extend its benefits to citizens of the 
United States who were not American nationals at the date of their loss, but 
were citizens of a former allied country now under Communist domination (i 
Yugoslavia, Poland, Czechoslovakia, and Albania). 

Such a procedure is the only way whereby these United States citizens who 
suffered great hardships from the enemy can receive some compensation. By 
their conduct, the above-named countries have indicated that no payments to 
American citizens would be made regardless of any obligation of law, treaty, or 
morality. 

One concrete example of the necessity for such amendment is the complete 
failure of the Government of Yugoslavia to adhere to its obligations under arti- 
cle 3 of the Claims Settlement Agreement of July 19, 1948, between Yugoslavia 
and this country. As you know, that article provided that inasmuch as claims to 
be paid under the agreement were limited to nationals of the United States who 
were American citizens at the time of loss, the claims of nationals of the United 
States who did not possess such citizenship at the time the claims arose would 
he “subject to compensation by the Government of Yugoslavia, either by direct 
negotiations between that government and the respective claimants, or under 
compensation procedures prescribed by Yugoslavian law.” 

Despite that commitment, the Government of Yugoslavia has done nothing 
to fulfill its obligations under article 3 to the many individuals entitled to relief 
The Solicitor General of Yugoslavia was relieved of all jurisdiction over such 
claims and the files turned over to the Minister of Foreign Affairs. Attempts 
by Yugoslavian attorneys to deal with the Foreign Minister are rejected with 
the statement that claimants must present their case only through the United 
States Department of State. 

In one matter which I have in mind (that of Mrs. Draga Radan and her two 
sons, all of whom are American citizens), the Department of State has not even 
been able to elicit a reply from the Yugoslavian Government for over a year, 
and just recently felt obliged to state in a letter to Mr. Simon J. Hauser of this 
firm that: “It is regretted that the Yugoslav Secretariat of State for Foreign 
Affairs has not seen fit to reply to the [U. S.] Embassy's note [of April 19, 1955 }.” 

It has been reported from Yugoslavian sources that not one individual's claim 
made under article 3 of the agreement of July 19, 1948, has been paid, no provision 
has been made in the Yugoslavian budget for payment of such claims, and no 
procedure has been established for the processing of such claims (1 or 2 awards 
to large corporations who engaged in regular dealings with the Yugoslavian 
Government have been the only instances in which any relief has been obtained.) 

In 1955 it was learned that Obron Blagojevic, Deputy Minister of Finance, 
who signed the 1948 agreement in behalf of Yugoslavia, was imprisoned and that 
Deputy Foreign Minister Bebler had stated that no United States citizens could 
receive money under article 3. 

If the Yugoslavian Government has so ignored its direct contractual obligations 
with this country, it seems clear that American citizens will never be paid any 
compensation which that Government has collected or will collect on their 


ast pon timely application anyone shall be permitted to intervene in an action: .. . 
(2) wBen the representation of the applicant's interest by existing parties is or may be 
inadequate and the applicant is or may be bound by a judgment in the action; . 

See Sutphen Estates, Inc. v. United Statea, 342 U. 8. 19. 
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account from the German and Italian Governments for war crimes. (It is 
understood that the Yugoslavian Government has even prevented the payment 
of moneys inherited by United States citizens from the estates of Yugoslavian 
nationals.) It also appears that the United States Department of State is 
unable to protect the rights of this group of American citizens, whether because 
of a policy of subordinating legal and moral justice to political expediency o1 
because of inability to cope with the recalcitrant Yugoslavian Government despite 
the loans and grants of millions of dollars which are being continually made to 
that country by the United States. 

Accordingly, it is urged that the subcommittee should adopt and incorporate 
into S. 2227 the proposed amendment, which I hear was advocated by Dr. Branko 
M. Peselj at a hearing of the subcommittee on April 20, 1956, to recognize claims 
of persons who are currently citizens of the United States but were, at the time 
of loss, citizens of Yugoslavia, Poland, Czechoslovakia, and Albania. 

Yours sincerely, 
HAROLD RIEGELMAN. 


WasHIneton, D.C., April 26, 1956. 
OAP Claim No. 62630. 
Senator OLIN JOHNSTON, 
Senate Judiciary Committee, Washington 25, D.C. 


DrAR SENATOR JOHNSTON: Please accept the following petition made on behalf 
of Lena Rehan, 81 years of age, residing at 14 Kolonie New Rubehorst, Berlin, 
Germany, for the return of her property seized by the Office of Alien Property. 

Lena Rehan is the sole surviving beneficiary of the estate of Louise Bleger, 
Chicago, Ill. The estate is a very small one. It was vested by the OAP because 
the beneficiaries were German enemies. . 

All beneficiaries except Miss Rehan have died. Being 81 years of ago, Miss 
Rehan is no longer able to support herself. She is not asking for charity. She 
asks only for the return of property which is rightfully and morally her own. 

belligerent operations against Germany ceased over 10 years ago and we are 
now allied with West Germany. Italy was our enemy, too, but in 1947 Congress 
returned all private Italian property which this Government had seized in World 
War Il. 

The amount of money involved in Lena Rehan’s case is small but the legal 
and moral principles involved are very great indeed. 

On behalf of Lena Rehan and others similarly situated, petition is respectfully 
made for the return by Congress of her property seized by the OAP. 

Respectfully, 


LAWRENCE C. Moore. 


NEw York, N. Y., April 24, 1956. 
Hon. OLIN D, JOHNSTON, 


Chairman of the Senate Judiciary Subcommittee on the Trading With the 
Enemy Act, Senate Office Building, Washington, D. C. 

DEAR SENATOR JOHNSTON: I am taking the liberty of submitting to you en- 

closed herewith a copy of my letter of the 20th instant, addressed to Senator 


Eastland, and would appreciate to have you include this letter as part of the 
published record. 


Respectfully, 
Max KADE. 


NEw York, N. Y., April 20, 1956. 
Hon. JAMES ©. EASTLAND, 


Chairman of the Committee on the Judiciary, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR EASTLAND: This letter is addressed to you, as chairman of the 
subcommittee considering legislation concerning the return of property seized 
under the Trading With the Enemy Act. And I am writing you, as an American 


citizen, who wishes to protest against the treatment I have received from the 
Office of Alien Property, in its administration of that act, and in its interpreta- 
tion of what the Congress intended when it passed the act. 

My lawyer, the late ©. Alexander Capron, of Mitchell, Capron, Marsh, Angulo 
& Cooney, wrote Senator Dirksen, on July 2, 1954, and recited my situation as 
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a glaring example of the inequities which have resulted from the administration 
of the Trading With the Enemy Act. The letter appears at page 221 of the 
published record of the hearings. Mr. Capron described my situation as follows: 

“An American citizen, in the 1920’s, established a trust, giving the income 
therefrom to a widowed sister who was a German national. Upon the death 
of the sister, the property was to be returned to the settlor, if he survived his 
sister, or, if he did not survive his sister, the property was to go to relatives, 
all of whom resided in Germany. The settlor reserved the absolute right to 
alter, revoke, or amend the trust. In 1925, however, he amended the trust to 
make his right to revoke subject to the consent of his sister, to avoid the income 
of the trust being taxed to him. The settlor has revoked the trust, and his sister 
has consented to such revocation but, to date, the Office of Alien Property has 
refused to recognize the revocation, since the Office purported to seize the 
sister’s right to consent. Thus, an American citizen is being deprived of his 
property by the purported seizure of what is clearly a highly personal power, 
involving the confidence, trust, and discretion, given to a member of the settior’s 
immediate family.” 

I would like to add some facts to Mr. Capron’s statement of my situation, 
because I think it is important for the Congress to know how this act is being 
used to deprive a citizen of this country of his property. The property which I 
transferred to the Bankers Trust Co. in New York, N. Y., consisted of securities 
which I had purchased from my own earnings. Although I wanted my sister 
to receive the income, at no time did I entertain any doubt that I would be pre 
vented from recovering my property, for any reason whatsoever, including the 
payment of my debts or other obligations. Before the war, Mr. Capron sug 
gested that I should consider revoking the trust, with my sister’s consent, but 
I could not believe that my Government would do what it has now done and so 
I refused to follow his suggestion. 

The Office of Alien Property says that it has seized my sister’s right to con- 
sent or not to consent to a revocation of the trust, or, if it can’t seize this highly 
personal right, that my sister had to have a “license,” from either my Govern- 
ment or the German Government, authorizing her to do what she has already 
done, namely, consent to my having revoked the trust in the year 1950. But 
why should I, an American citizen, be told I need a license from the German 
Government or, if a license is needed under American laws, why doesn’t my 
Government issue such a license in my favor? My claim has been before the 
Office of Alien Property for over 5 years and in January of this year I was 
advised that it was denied, thereby subjecting me to the harassment and expense 
of further hearings and probable litigation. 

My lawyers tell me that, under the provisions of the Trading With the Enemy 
Act, certain persecuted German nationals are permitted to recover their American 
property. The Congress should, certainly, enact similar relief provisions for 
United States citizens persecuted by the Office of Alien Property. 

I also understand that the Congress has directed that the property seized by 
my Government be used to satisfy war claims. No one has been able to explain 
to my satisfaction, why my property should be used for that purpose. 

It is high time for the Congress to take action, when representatives of the 
Department of Justice refuse to recognize the rights of an American citizen. 

Respectfully, 


Max Kap 


UNITED STATES SENATE, 
Washington, D.C., April 23, 1956 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Committee on the Judiciary, 
United States Senate, Washington 25, D. €. 


My Dear Mr. CHAIRMAN: Representatives Rabaut and Hayworth of Michigan 
have informed me of the request submitted to your subcommittee to include an 
amendment in S. 2227 to cover American-owned property located in Lithuania, 
Latvia, and Estonia nationalized or damaged by act of war. 

Representative Rabaut advisés that in testimony before the Genéral Govern- 
ment Matters Appropriations Subcommittee, Mr. A. T. McQuire, General Counsel 
for the Foreign Claims Settlement Commission, stated: “* * * I might add that 
at the time of the drafting of the legislation, the three Baltic countries, Estonia, 
Latvia, and Lithuania were left out as an oversight, really.” It is quite appar- 

77583—56——44 
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ent that an administrative error is responsible for exclusion of the afore 
mentioned countries in existing legislation, and in the interest of fair play, 
Congress should correct this inequity. 

While my interest in this case is prompted by a desire to see justice done for 
all Americans, I have been made particularly aware of the problem by a Flint, 
Mich., resident, Mr. David P. Joffo, who lost a great deal of money as a result 
of the seizure of Latvia by the Soviet. 

I trust your subcommittee will see fit to amend S. 2227, as petitioned. 

Sincerely yours, 
CHARLES BE. Porrer, 
United States Senator. 


WASHINGTON, D.C., April 18, 1956. 
Re Senate bill 2227: The Schwenkfelder Church war damage claims. 


Hon. OLIN D. JoHNSTON, 
Chairman, Trading With the Enemy Subcommittee, 
HOLC Building, Washington, D.C. 


Dear SENATOR JOHNSTON: On behalf of the Schwenkfelder Church we respect- 
fully request that Senate bill 2227 be amended to embrace claims for losses result- 
ing from breach or breaches of contract arising through war damages occurring 
in Germany and property losses therefrom, if any, suffered by religious organi- 
zations of the United States. 

The Schwenkfelder Church by its board of publications of Norristown, Pa., 
entered into certain contracts prior to World War II with certain German 
publishing firms to publish a complete history of the Schwenkfelder Church, which 
goes back beyond the 16th century. This work was in process and most of the 
volumes had been completed and were ready for shipment, with the exception of 
volume 15, on December 4, 1948. On December 4, 1943, as a result of an air raid 
on Leipzig, Germany, all of the volumes on hand, together with all type, plates, 
and materials for binding future volumes, were destroyed. 

Under the present law the Schwenkfelder Church has no basis for a claim under 
the War Claims Act. The church did, however, submit a claim to the War Claims 
Commission, and has been informed by the War Claims Commission that the law 
as presently constituted does not provide for their claim. 

In support of the request for the amendment to Senate bill 2227 we enclose 
photostats of certain pertinent exchanges of correspondence between the German 
publishing firms and the board of publications of the Schwenkfelder Church, 
together with a statement concerning this matter on the part of the managing 
editor of the board of publications of the Schwenkfelder Church. 


If you wish any further information we shall be glad to supply such information 
at any time. 


Respectfully, 
ANDREW T. ALTMANN. 


A STATEMENT OF THE Facts CONCERNING THE PROPERTY LOSS SUSTAINED BY THE 
SCHWENKFELDER CHURCH OF PENNSYLVANIA IN THE BOMBING OF THE CITY OF 


Lerpzig, GERMANY, BY THE ALLIES IN WorLD War II, ON THE NIGHT OF 
DECEMBER 4, 1943 


The religious group known as The Schwenkfelders migrated from Silesia, 
Germany, and arrived at Philadelphia on September 22, 1734. This group was 
incorporated in 1909 as The Schwenkfelder Church. It has a membership of 
about 2,500 and is found only in southeastern Pennsylvania. 

An agreement for the editing of the works of Caspar Schwenkfeld von Ossig 
(1489-1561), the author of the religious principles of this church, was entered 
into on March 16, 1885, with Chested D. Hartranft of Hartford Theological 
Seminary, Hartford, Conn. 

The first of the series of proposed volumes of the works, called the Corpus 
Schwenckfeldianorum, was published in 1907 by Breitkopf & Haertel, Leipzig, 
Germany. Volumes II-XV were published in the years 1911-41. The printing of 
the final volumes, XVI and XVII, was prevented by the exigencies of World War 
II and by the financial losses sustained by The Schwenkfelder Church in the 
bombing of the city of Leipzig, Germany, by the Allies on December 4, 1943, in- 
volving the printing house of Breitkopf & Haertel. All the type of the firm 
was melted in the fire which ensued, also more than 20 presses and many other 
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machines, all the type setting machines, as well as paper, cardboard, linen, gold 
etc., making impossible the continuation of the printing of the Corpus Schwen 
feldianorum for an indefinite period of time (See exhibits 1, 2, 3, 4 


A letter of inquiry, May 15, 1946 (exhibit 2), brought reply from the printing 
firm, July 10, 1946 (exhibit 3), as follows: Bound and unbound copies of volumes 
I-XIV, numbering 2,552, in the hands of the printing firm at the time of the 
bombing, were destroyed, valued at 100.558 marks, at 250 marks per d 
$40,223.20 (exhibit 3, 5). 

With the exception of a few copies sent to subscribers in Europe, the entire 
edition of volume XV (1,000 copies) which has been packed and stored in th 
irin’s warehouse, awaiting opportunity for shipment to the United States, was 
lost in the bombing——-valuation at 37.50 selling price per volume, $7,500 

The balance of cash advanced to the firm of Breitkopf & Haertel for the print 
ing of volumes XVI and XVII, was lost by the confiscation of assets at the close 
of the war, amounting to $11,155 (exhibit 4) Materials which had been 
purchased and held in stock by the printing firm for the printing and binding 
of volumes XVI and XVII, valued at $2,400, also were destroyed by the bombing 
(exhibit 3). 


The total loss sustained by The Schwenkfelder Church is $61,278.20 (exhibit 5) 
A report of these losses was made to the United States War Claims ¢ 
sion on March 14, 1950, by the moderator of The Schwenkfelder Chure! I 


Wayne C. Meschter (exhibit 6). 


PHE GENERAL CONFERENCE OF THE SCHWENKFELDER CHUR« 


Varch 14 19 
Invoice of War II loss at Leipzing, Germany, due to air raid, December 4, 1943 
by Board of Publication of the Schwenkfelder Church, Norristown, Pa 

The following is an itemized list of loss on part of the board of publication of 
the Schwenkfelder Church due to air raid of Leipzig, Germa An explanatory 
letter is attached hereto. 
Copies of volumes 1 to XIV, inclusive, Corpus Schwenkfeldianorum, 

on hand by Breitkopf & Haertel, as per list in their letter of Apr. 5, 


1949, attached, valued at M100,558--2.5, or__ $40, 223. 20 
Materials on hand account vols. XVI and XVII destroyed, valued 
at M6,000--2.5, or- : » 400. 00 


Complete loss of copies of vols. XV, destroyed December 4, 1943 

Price quoted by Breitkopf & Haertel letter of Apr. 5, 1949, for repro 

duction. (Price quoted in United States currency. ) 7, 500. 00 
Balance of cash advanced to Breitkopf & Haertel toward completion 

of vols. XVI and XVII lost by confiscation of assets, as per letter 





on Apr. 5, 1948, attached, M27,887.50-+-2.5, or ; 11, 155. 00 
Total amount of claim Se a ea ae es — asics’. Ce ae 
ExHIsitT 2 


(Translation |] 


WASHINGTON, D.C., May 15, 1946. 
Messrs. BretrKopr & HAERTEL, 
Leipzig. 

HIGHLY ESTEEMED GENTLEMEN: Since exchange of letters between Germany 
and the United States is now free, we take the opportunity to inquire about your 
welfare and that of your firm and printing house. From general accounts we 
already know that the city of Leipzig suffered heavily. However, from indi- 
vidual reports, it appears that your printing house was not totally destroyed 
as previously reported to us. We therefore cherish the hope that in the course 
of time it will be possible for you to resume printing and to complete the work 
of our Schwenckfelder Church in America, the Corpus Schwenckfeldianorum. 

We would greatly appreciate information on the condition of our material, 
including volume XV, and humbly beg to send us one copy of volume XV as soon 
as printed matter is declared free for the mail service. 

With greatest regard, 
(Signed) Sexrimna G. Scuvtrz, 
Associate and Managing Editor, Corpus Schiwenckfeldianorum 
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EXHIBIT 3 
{Translation] 


Breirkopr & Harrter, BUSINESS MANAGEMENT, 
Leipzig, July 10, 1946. 
Mrs. SELINA G. SCHULTZ, 
Washington 15, D.C. 


Hicuiy EsteeMep Mrs. SCHULTz: We have just received your letter of May 15, 
1946, and rejoice that mail contact with one of our foreign business friends has 
been restored. You will undoubtedly have learned through newspaper reports 
in the meantime, that our business like so many other graphical businesses 
suffered heavy damages from bombing attacks. But since then we have suc- 
ceeded in setting up a part of our business again, including the typesetting, book 
printing, and bookbinding, so that the technical conditions for the continuation 
of the Corpus Schwenckfeldianorum are established. Of course, at present the 
business is considerably engaged by orders of the army of occupation, so that 
only a gradual carrying out of the previously assumed order may be possible, 
when other conditions are cleared up. 

As to the matter itself, we may repeat that in August 1939, under vour commis- 
sion, through the firm of Lutz Knieling, a contract was made regarding the com- 
pletion of volumes 15, 16, 17. From the Lutz Knieling firm, 65,750 Reichsmarks 
were set in prospect, and 57,000 Reichsmarks paid over, whereby the sole right 
to the stock of previous issues still lying in our storehouse reverted to them. 
it concerned the following: 


Unbound Bound 

copies copies 
Volume 1 166 26 
Volume 2 i . " jake 190 32 
Volume 3 ae continent | 214 8 
Volume 4 | 197 7 
Volume 5 209 8 
Volume 6 232 10 
Volume 7 | 105 
Volume 8 45 40 
Volume 9- 66 117 
Volume 10 66 | 117 
Volume 11 65 118 
Volume 12 62 } 116 
Volume 13 7 48 115 
Volume 14 - cohiaiae tien Seema = 56 117 


| 





The current work of production was continued in accelerated manner and it 
was possible to complete volume 15 so that the account of 18,112.50 reichsmarks 
could be settled on the 17th of March 1940. The stock was put into the ware- 
house for the time. 

For volume 16 manuscripts were first of all used which could not be entered 
in volume 15. These constituted sheets 14 in volume 16. Proofsheets thereof, 
covering the first 59 pages, were sent to you at the time by way of Sweden. 
Unfortunately we do not know whether these reached you. Further work on 
volume 16 we could not carry out then, because we had no manuscript after the 
death of Pastor Ernesti beginning of 1940. We had paid him for his work 
5,000 reichsmarks out of the sum allotted to us by Lutz Knieling. The efforts to 
secure a new collaborator led to the engagement of Pastol Teufel in Feuerbach 
(Fellbach) b. Stuttgart, who assumed continuation of the work. He took over 
the entire manuscript supply of Pastor Ernesti, and we also handed over to him 
the manuscripts in our possession, for he wanted to preserve these from war 
damage. Whether this intention succeeded we are not able to say, because 
to date we have no contact. The necessary inquiries must first be made. In the 
first place, this is the duty of the Lutz Kneiling Co., which is now located in 
Lachem b. Hameln. In our house there are still extant of rescued supplies which 
are drawn upon for the restoration of manuscript, the following: 

1 copy Postill (Werner) 1558. 

2 copies Epistolar I, 1566. 

1 copy Epistolar II, 1570. 

1 copy Epistolar III, 1570. 

1 copy of a manuscript without title (photostat). 
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For the production of future volumes, we had secured leather, cardboard 
goldleaf, etc., for which we paid 6,000 reichsmarks. The entire supply of finished 
copies and the materials for continuation of the work, likewise all the printing 
equipment, were destroyed in December 1945, so that at present we cannot 
continue any work on your contract. 4)f the completed volume 15, some coples 
had been sent to the libraries listed by you. It would therefore not be impossible 
to secure a printed copy which would make it possible to reprint volume 15. Or 
perhaps you still have the proofsheets which we sent you at the time, so that 
from them a reprint could be produced. We have the list of subscribers, but 
the names of those who received copies gratis is missing. We beg you to send 
these to us again so that we may be able to secure a copy. 

The final state of the matter is that we still have a balance of 27,887.50 
reichsmarks for disposition of the carrying out of further work. The Lutz 
Knieling Co., meanwhile wanted to dispose of this balance to clear its own 
obligations. We opposed this disposition, for we knew that this balance was 
to be used only for the production of the Corpus Schwenckfeldianorum. We will 
therefore not consent to the release of this balance until a positive order, or 
approval, is at hand from you. At all events, we would welcome it, if in mutual 
cooperation it would be possible to complete this assignment in spite of the 
horrible war and its results. 

With respectful commendations, we remain 

Sincerely yours, 
Breitkorpr & HaAErres 
(Signed) VOLKEI 


Exursit 4 


[Translation] 


Lerpzic, April 5, 1949 
Mrs. SELINA G. SCHULTZ, 


Washington 15, D. C. 

HicHty ESTEEMED Mrs. Scuuttz: With reference to Corpus 
feldianorum. 

Referring to the personal conversation of our Mr. Vélkel with Pastor FE. Teufel, 
Stuttgart, we would like to present a comprehensive survey of what transpired 
up to date in the production and destruction of the work. 

With the completion of volume XIV, difficulties in the continuation of the work 
arose because the raising of necessary means had not been guaranteed. Renewal 
of correspondence was carried on with Mr. President W. C. Meschter for the 
purpose of finding a way, jointly, to reduce the cost of production through pay- 
ment to American cotton for our deliveries. These negotiations extended 
throughout the year 1938, until in January 1939 the firm of Lutz Knieling ap- 
peared on the scene, through its connection with the Carl Schurz Foundation 
and contact with the Schwenkfelder Church, and concerned itself with the bring- 
ing about of a transaction. After the consent of President W. C. Meschter 
arrived in February 1939 to engage in negotiations with the firm of Lutz Kniel- 
ing, a series of discussions began which resulted in the contract for delivery of 
the work, as per enclosed copy. 

The contract provided for the production of the 3 volumes under consideration 
at a total price of 65,750 marks. This included the provision for payment of 
8,000 marks to Pastor Ernesti. 


In compliance with the contract, the firm of Lutz Knieling first of 


Schwenk- 





all paid on September 5, 1939, the sum of___-_----------------- M57, 000. 00 
Of this we paid over to Pastor Ernesti: 
OP 8 Oe a ; M2, 500. 00 
CT re eens 499. 10 
CO DGG Ge tee a 2. LR ee eee te 2, 000. 90 
a 5, 000. 00 
52, 000. 00 


After completion in the meantime of the printing of vol. XV, we 
charged our account, March 17, 1940, with the entailed printing 
bill ihc 18, 112. 50 


33, 887. 50 
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\t the same time we acquired muterials for the completion of the 

remainder, 170.5 qdm leather, 8 Ztr binding cardboard, 1,500 

leaves goldleaf, 72,349 sheets fine quality rag-paper, as well as 
various materials, to the amount of__..--___--__~ poaces M6, 000. OO 
leuving u balance of naa ta ac ca a ee 27, SST. 50 

In the meantime, ufter Pastor Ernesti unfortunately had died, a 

new coworker, Pastor Teufel, Stuttgart-Fellbach, was engaged, to 
WURNOTIR UO RG OUND GRE ns 5a ik neko ceserceeaind eeeeneeeanies 500. OO 





in compliance with an order given us by the firm of Lutz Knieling_-_ 27, 387. 50 


In consequence of the measures taken by the occupation (confiscation of bank 
assets, and devaluation of the currency), this sum unfortunately has been lost, 
so that it is no longer at disposal toward the cost of reproducing volume XV and 
the production of the volumes XVI and XVII. 

As far as the further course of the development of the work on volume XVI 
and the material in our printing house pertaining thereto which was rescued, we 
have already reported in detail in a letter of July 10, 1946, to Mrs. Selina G. 
Schultz. A copy of this letter is enclosed. From this may be seen the extent of 
the volumes which were placed at the disposal of the firm of Lutz Knieling for 
sale and which were still in the warehouse at Leipzig. Unfortunately, these 
stocks were completely destroyed at the time of the air attack on December 4, 
1948, hence the important question today arises, whether the Schwenkfelder 
Church cannot put in a claim with the Government of the United States for 
indemnity. 

The yalue of the destroyed stock may be arrived at by the selling prices which 
pertained hitherto. 

This would amount to: 


Vol. 1, brosch., 166 copies, at M20 eta} Pe ae 
Vol. 2, brosch., 190 copies, at M20_____- 7 _ oc en ere 3, SOO 
Vol. 3, BLONCK.; 24 CONTE SE, Teen etek ee 5, 350 
VOL 4 Brosgel.. 201 COMIOR: BE TEGO ccs nnerannckbeno eee nee 4, 925 
Vol. 5, brosch., 209 copies, at M25___...-__-- 2G ae 5, 225 
Ol. a PCa. chee CONNOR: OG SE onan wc hinenmoume nema eee 5, 800 
Vor, B; OPOeen:. Es CONIOR 00 arn. bi cee tee eee 1, 800 
Vor; Bendel, OS conten; at WIO..2. i ww sess eee ieee eee 3, 300 
Vel: 20; Droseh., G6 copies, GUiiee 86 as ee es So ee ee eeu ade 3, 482 
Vol, 13, brosen., G3 copies; at Mie. oon ee ilicdertnttnaee emis 2 3, 380 
VOL TR erodon: 62 copier at O00 s.r s e 2, 976 
Vol. 13, brosch., 48 copies, at M52____--_____ ie ibh eesee eet. peer 2, 496 
VOL Zé poten: BG copies, nt Mii. ee ee a i 2, 912 
Vol. 1, bound, 26 copies, at M30____....-__-__- pies es er ere eek T80 
Vel 2 Oe CD enim wi Te. esl a es ee cet ats S00 
Wek. Sarin. © cae at a eee ee ee ee 240 
Ven © Batid, FOO pReE Beenie a5 ccc on eh eee eee a 210 
Weis i MnCl: CS OTE i se es a a 240 
Vol. 6, bound, 10 copies, at M83__________- ihe teh Rae oe OES sear ee ee 330 
Voki. Ene, Sb cee GUNNER: he 2 ees ed oe eee Ss 4, 620 
VOL. Bs RTA EO I AG, en aaa te ee cinc e c ee 1, 920 
Vol. 9, bound, 117 copies, at M60____ = Site arabs Ssat 5 et ee ey Gn es 7, 020 
Vol; DO owned S57 phen at Wie ne ie ne ee a ee 7, 254 
VOL. 11; DOURG, 17S GODIGE, At Wc... 5005 ee ee ee 7, 316 
TURD A a, MORO LERG, “Nak 0 RM AR i na ee 6, 728 
Wild. ars SOORMRMIL, EO CONOR GRC FO nee, 7,130: 
Vol. 14, bound, 117 copies, at M62_____________ ss ee a gee cree ae 7, 254 


100, 558 

According to the rate of exchange prevailing at the beginning of the war in 
1939, $1 at M2.50, this would amount to $40,223.20 as the basis for the demand for 
indemnity, and would suffice in every way to finance the production of the new 
work, including all incidental expenses, 

We have at this time occupied ourselves with the question of the continuation 
of the edition to its completion. First of all volume XV would have to be 
produced and in this connection there are two possibilities. We would be in a 
position to carry out the new print by a photo-mechanical method and in that 
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way save the complete setting up of the type. Although this method of produc 
on is by no means much cheaper, it would save the reading of proof since the 
ew print could be made true to the original. 

If this plan be waived and the reproduction by the printing method be decided 
upon, then the cost of the volumes XV, XVI, XVII would be about the same 
provided they do not exceed 65 sheets, as agreed to in the contract with the firm 
of Lutz Knieling. 

For the carrying out of the work on the basis of production possibilities, 
existing at the present time, and prevailing prices, we make the following offer 

(1) Corpus Schwenkfeldianorum, volume XV. 

Edition of 1,000. Extent at the highest, 67 sheets. 

Size, type pattern, and extent corresponding to the first edition. 

Photomechanical reproduction on diapositive. 

Print and paper in preparation of 36,000 sheets, first class, full-sized 
“offsetpapier.” 

Red imprint on title page in printing process. 

Covers in black and red print. 

Simultaneous production of the necessary stereotype plates and stereo 
type work. 

Paper binding of 250 copies. 

Binding of 750 copies carried out in the style hitherto prevailing, taking 
into consideration incidental work including packing. 

Total cost, $7,500. 

(2) Production of volumes XV, XVI, XVII, by printing process: 

Edition 1,000. Extent up to 65 sheets. 

Type setting, including reading of first proof. 

Printing and paper in preparation of 36,000 sheets, first class book-print 
rag paper. 

Red imprint on title page. 
250 paper covers in black and red print. 

Making of stereotype plates, and stereotype work. 

Paper binding of 250 copies. 

sinding of 750 copies, carried out in the style hitherto prevailing, taking 
into consideration incidental work including packing. 

Total cost per volume, $8,890. 

The aforementioned prices are to be understood to include packing of the 
work in Leipzig. The freight charges engendered will be billed according to 
the actual outlay. 

On the basis of the present export stipulations of the Eastern Zone, payment 
can be made— 

(a) by cash in advance. 
(b) by a secured note for the full value. 
(c) by downpayment, the remainder paid through a secured note 

The notes in question would have to be established through the Garantie-und 
Kredit Bank, Berlin. 

For the carrying out of the contract without friction, we would suggest that 
a cash payment in amount of one-third of the total sum be assigned to us so 
that we would be in a position to pay for all the new raw materials and to 
produce the first volume. After completion of the same, we would cover the 
cost of the first volume by requisition of the note, while the rest of the amount 
of the note would be claimed after the completion and delivery of the third 
volume. The payment from the note would be necessary each time after the 
shipment has been dispatched. 

We beg that you find a way whereby the carrying out of the order can be 
assured. Our house would be in a position to accomplish it forthwith for we 
ean report that a considerable portion of our plant has been rebuilt and that 
today we are working in the technical branches with a company of 700 men. 

The list of subscribers likewise was saved so that today the first purchasers 
are known to us. It would be necessary only certain cases to determine the 
new address of the firms coming into consideration. 

It would also have to be decided whether as heretofore only a part delivery be 
made to America while the remaining copies would be taken charge of by our 
publishing firm, for sale. It should also be considered whether the part re- 
maining in Germany should be delivered over to the West Zone in case you would 
see a better sales possibility in the domain of the American occupation zone. 
At any rate, conditions are such that we can now again carry out extensive ex 
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port deliveries to the European border states, including Switzerland, which in 
every respect have been fulfilled according to the agreement. 

With the foregoing explanations we hope to have given exhaustive informa- 
tion regarding all prevailing questions, and would welcome it with sincere 
pleasure if this friendly relationship which has existed between the Schwenk 
felder Church, her coworkers, and our house, would be continued through the 
granting of the remainder of the contract. 

We remain with best regards 

Very sincerely yours, 
BreiTkorr & HarRre.. 





Exurit 6 (UNNUMBERED) 


BreITKopF & HAERTEL, 
Leipzig, May 20, 1947. 
KNIELING, 
Lachem b/ Hameln: 


We thank you for your letter of April 29 and are glad that the matter has 
been cleared up in this way. Unfortunately, to date we have no reply from 
America at hand, the receipt of which we expect daily. 

In answer to your inquiry, we unfortunately have to inform you that the 
entire stock in hand, at the time, of volumes I-XIV, was destroyed by enemy 
action. The entire stock of volume XV met the same fate. Only a few copies 
had been sent to regular subscribers. In the meantime we were able to locate 
several of these, so that these copies will be at our disposal for a possible 
reprint. Sheets 1-4 of volume XVI were finished and proofsheets sent to 
Mrs. Schultz. There has been no acknowledgement of their receipt. Pastor 
Teufel of Feuerbach (Fellbach) near Stuttgart took charge of the manuscript 
and wanted to safeguard it in that community. We have unfortunately not 
been able to establish the location of these important manuscripts. Perhaps it 
would be possible for you to locate Pastor Teufel and thus find the manuscript. 
The few manuscripts which we needed for the production of the first sheets of 
volume XVI were saved because they were in the metal room (vault) of our 
firm. On the other hand, the materials which had been procured for the pro- 
duction of volume XVI were all destroyed. First of all now we will have to 
await further orders from America in order to determine what steps are to be 
taken by us for the execution of the work. 

With the foregoing statements we hope to have been of service to you. 

Wtih highest regards, 
BreiTKorr & HAFRTEL. 


EXHIBIT 7 


WCC Form-—801 [Uncoded] Budget Bureau No. R—-007 
January 1950 Approval expires March 1, 1951 


Wark CLAIMS COMMISSION, 
LEGISLATION AND REPORTS SERVICE, 
Washington, D. C. 


REPoRtT OF LOss on DAMAGE TO REAL OR PERSONAL PROPERTY ARISING OuT OF 
WORLD WAR II 


It is understood that submission of this questionnaire does not constitute a 
formal claim for benefits. Information is submitted for consideration of the 
War Claims Commission and for possible inclusion in its report to the Congress 
under section 8 of the War Claims Act (Public Law 896, 80th Congress, July 3, 
1948), as amended. Reports of personal injury, detention, death, etc., should 
be filed on WCC Form-—802. Please type or print answers to all questions. 

1. Name of person or firm suffering loss, etc.: Board of Publication of the 
Schwenkfelder Church. 

Address: Norristown, Pennsylvania. 

(If you are preparing this form on behalf of some other person or firm, indicate 
your name and address and relationship to such person or firm.) 


Wa 
Count 
» 


At 
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Wayne ©. Meschter, president, 228 Roberts Avenue, Glenside, Montgomery 
County, Pa. 

2. Nationality of person or firm suffering loss, etc. 

At time of loss or damage: Pennsylvania Corporation. 

As of date this form is completed: Same. 

Date of naturalization (If any). —- eM Sealine ‘ 

3. Natureoftlaim. (If you wish to report more than one class of claim, please 
use a separate form for each type.) 


Loss or seizure of personal property } Reimbursement for funds expended 
} Damage to personal property Blocked capital funds 

Loss or seizure of real property Sequestered income 
} Damage to real property Other (Specify) : oil ‘ 
| Maritime 


4. Estimate of damage (include date as of when estimate is made and cur- 
rency basis:) Detailed information in letter from Breitkopf and Haertel, Leip- 
zig, Germany. Both photostatic copy of german letter and english translation 
attached. Itemized invoice, $61,278.20, also attached. 

5. Describe briefly the kind of property, its location, age and conditon of 
property, summary of encumbrances of property, if any, cost at date of acquisi- 
tion, and other pertinent details: Refer to letters attached. 

6. Details concerning loss or damage: 

(a) Date: December 4, 1943. 

(b) Place: Leipzig, Germany. 

(c) Government against which claim lies (if known): Germany and USA. 

(d) Outline briefly all known facts and circumstances which accompany the 
damage or loss, specifically stating particulars as to people and things involved 
in its origin and cause (add extra sheets, if necessary): Detailed information 
in letters attached. 

7. (a) Has any request been made, in connection with this claim, for settle 
ment from any foreign government, or the United States Government or any of 
its agencies? No. (Yes or No.) If so, explain. 

(b) Has either partial or complete settlement of this claim been made? No. 
(Yes or No.) If so, explain. (If claim was disallowed, give details.) 

(c) Was any part of the loss or damage in question claimed as a deduction 
or exemption from any tax of any sovereign or taxing authority? No. (Yes 
or No.) If so, give details. 

(d) Has this loss or damage been satisfied by insurance? No. (Yes or No.) 
If so, give details as to the amount of award, name of company, and whether any 
instrument of subrogation has been executed. 

8. Remarks: The Board of Publication of the Schwenkfelder Church, a Penn- 
sylvania corporation, many years ago (as per Formula for the Government and 
Discipline of the Schwenkfelder Church, attached) started the publication of 
Corpus Schwenkfeldianorum. Contracts were made with subscribers for a total 
of 17 volumes. To date, volumes I to XIV, incl., have been delivered to subscribers 
in America. Copies volume XV were destroyed in air raid, December 4, 1943, 
while stored in warehouse of Breitkopf and Haertel, Leipzig. Manuscript for 
volume XVI and XVII was stored in Stuttgart and is still intact. Contracts 
with subscribers cannot be completed, nor new orders for sets booked, unless all 
volumes are available. This means reproduction of volume XV. Plans are now 
under way to complete printing volumes XVI and XVII. Copies of volumes 
I to XIV, incl., destroyed are needed to complete sets for sale and distribution 
among colleges, universities, and libraries. 

I hereby certify that the above statements are true and correct to the best of 
my knowledge. 


Wayne C. MESCHTER. 
Marcu 14, 1950. 


Do not forget to sign this form. Mail this form to— 


War Claims Commission, attention: Legislation and Reports Service, 
Washington 25, D. C. 
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WASHINGTON, D. C., November 16, 1955 
Hon. Onin D. JOHNSTON, 
Chairman, Trading With the Enemy Act Subcommittee, 
Senate Judiciary Committee, 
United States Senate, Washington, D. C. 


My Dear Senator JoHNstTon: If I appeared and read a statement to your 
subcommittee at its hearings beginning November 29, 1955, on behalf of my 
clients, the Association for the Return of Japanese Seized Assets of Tokyo, 
Japan, I would be unnecessarily taking the time of your committee without any 
purpose as my previous testimony before your subcommittee on July 1, 1954 
(pp. 64 to 69, inclusive, of the printed record entitled “Return of Confiscated 
Property,” hearings before 838d Cong., 2d sess., on S. 3423 To Amend the Trading 
With the Enemy Act), and before the ad hoc subcommittee of the House Com- 
mittee on Foreign Affairs on its hearings commencing July 1, 1955 (copy en- 
closed), tell the full story of 85 percent of all Japanese property vested. 

[ therefore propose that you incorporate in the record of your hearings these 
two statements at least by reference." You may say, if you so desire, that | 
submitted them de novo. 

Your special attention is directed to pages 8 to 11, inclusive, of enclosure No. 2 
which contains a statement of the official position of the Japanese Government 
in respect to certain negotiations between the United States Department of State 
and the Embassy of Japan in Washington referring to H. R. 6730. I was author- 
ized by the Japanese Embassy to make this statement for the record. You will 
note that my statement quotes the texts of the Aide Memoires delivered to the 
United States State Department. 

I would appreciate your submitting this letter with its enclosures formally 
to your committee on its hearings on November 29, 1955. 

Very sincerely yours, 
RAOUL E. DESVERNINE. 

‘For complete text of testimony of Raoul E. Desvernine referred to herein see: 

(1) Hearings entitled “Return of Confiscated Property” before the Judiciary Subcom- 
mittee on Trading With the Enemy Act, on July 1 and 2, 1954 (p. 64), on S. 3422, 83d 


Cong., 2d sess. 

(2) Hearings entitled “To Improve the Relations of the United States With Western 
Germany and Japan’’ before the House Committee on Foreign Affairs, July 1 and 11, 1955 
(p. 95), on House Joint Resolution 272, House Joint Resolution 264, House Joint Resolu- 
lution 265, and House Joint Resolution 268, 84th Cong., 1st sess. 
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